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The specialized nature of The 
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poration’s business is clearly in- 
dicated by the fact that it is the 
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freight, automobiles and _ pas- 
sengers. This business is subject to 
but few fluctuations, and has in 
fact proved its stability through 
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All of these bonds have been sold. 


New Issue June 26. 1926 
$30,000,000 
United Steel Works Corporation 
(VEREINIGTE STAHLWERKE AKTIENGESELLSCHAFT) 
25-Year 612% Sinking Fund Mortgage Gold Bonds, Series A 
With Non-detachable Stock Purchase Warrants 
To be dated June 1, 1926 


Due June 1, 1951 


Interest payable June 1 and December 1. Principal and interest payable in New York at the office of Dillon, Read & Co., in United States gold coin of 
the present standard. Bondholders may, at their option, collect principal and interest in London at the office of J Henry Schroder & Co in Pounds 
Sterling at the buying rate for sight exchange on New York on the date of presentation for collection. Coupon bonds in denomination of $1,000, regis- 
terable as to principal only. Callable as a whole, or in part by lot, on any interest date, after thirty days’ notice, at the following prices and accrued 
interest : to and including June 1, 1931, at 105; thereafter to and including June 1, 1936, at 103; thereafter to and including June 1, 1941, at 101; there- 
after prior to maturity at 100. The National City Bank of New York, American Trustee. Darmstaedter und Nationalbank Kommanditgesellschaft 


auf Aktien, German Trustee. 


Principal and interest payable, to others than citizens and residents of Germany, without 
deduction for any taxes, past, present or future, levied by German Governmental authorities. 


The corporation agrees to provide a sinking fund sufficient to retire the entire issueof Series A bonds 
by maturity, by semi-annual call by lot (first redemption December 1, 1926), at 100 and interest, at 
the annual rate of $600,000 to and including December 1, 1938, and of $1,800,000 thereafter to maturity. 


From their letler to us, Carl Rabes, Esq.,and Dr. Oskar Sempell, Managing Directors of United Steel W orks Corporation, summarize 


as follows: THE COMPANY 

United Steel Works Corporation, which has contracted to acquire the principal fixed assets (except certain coal properties), 
the good-will and businesses of four leading coal, iron and steel concerns in Germany, viz., Rheinelbe Union, Thyssen, Phoenix 
and Rheinstahl, will be the largest industrial unit in Europe and one of the largest manufacturers of iron and steel in the world, 
ranking in productive capacity second only to United States Steel Corporation. Its coal properties will be among the largest 
in the world, with respect to reserves and present productive capacity. United Steel Works Corporation has operated these 


properties since May 7, 1926, and is at present producing approximately 40% of the entire German steel production and 
employs about 164,000 persons. SECURITY 


These Series A bonds, limited to $30,000,000, will be the direct obligation of the corporation, secured, in the opinion of counsel, 
by mortgage on fixed assets valued by Mr.H.A. Brassert, American consulting engineer, at $537,671,800 (including real estate 
and coal reserves), subject to about $70,600,000 of underlying obligations, including approximately $29,400,000 obligations 
under the Dawes Plan based on existing assessments. Against the properties presently to be mortgaged there may be issued 
(ranking equally with Series A bonds) a total of $105,000,000 of bonds, including the $30,000,000 Series A bonds, the equiva 

lent of about $30,000,000 of bonds proposed to be presently issued abroad, payable in foreign currency, and $41,180,000 of 
bonds reserved to refund underlying obligations. The valuation of $537,671,800 equals about 4 times the sum of all underlying 
obligations (including existing obligations under the Dawes Plan), these $30,000,000 Series A bonds and all other bonds ranking 


equally therewith (except bonds reserved to refund underlying obligations) issuable against the properties presently to be 
mortgaged. 


The pro forma opening balance sheet of United Steel Works Corporation, as of April 1, 1926, as certified by Messrs. Price, 
Waterhouse & Co., adjusted to give effect to the issue and sale of the $30,000,000 Series A bonds and application of proceeds, 
shows current assets of $86,799,087, including over $22,000,000 of cash, and current liabilities of $16,629,504,—a current ratio 
of more than five to one. ESTIMATED EARNINGS 


As United Steel Works Corporation is not acquiring all the properties of each of the vendor companies and as the operation 
of the properties is being completely reorganized and unified, past earnings of the vendor companies while separately operated 
are not fairly indicative of the present earning power of the corporation. Mr. Brassert estimates that under the changed basis 
of operation net earnings of United Steel Works Corporation after depreciation, depletion and all other charges except interest, 
payments under the Dawes Plan and profits taxes, for the five years 1927 to 1931 inclusive, will average $28,311,358 per 
annum, or more than 3 times the sum of the annual interest charges on these $30,000,000 Series A bonds, on the bonds 
(about $30,000,000) proposed to be presently issued abroad, on existing underlying liens and estimated maximum annual 
payments under the Dawes Plan. This estimate makes no allowance for benefits expected to accrue to the German iron and 
steel industry upon stabilization of French and Belgian currencies, which Mr. Brassert believes will increase estimated earn- 


ings approximately 20%. INDENTURE PROVISIONS 
Bonds in addition to the above $105,000,000 principal amount and ranking equally therewith, may be issued in series up to 24 
of cost or fair value, whichever is less, of additional fixed assets to be mortgaged, subject to indenture restrictions as to earn- 
ings and otherwise; bonds of the several series may differ as to maturity dates, interest rates, redemption, sinking fund, 
provisions for payment of principal and interest in different currencies and in such other respects as may be provided in 
the indenture; certain provisions of the indenture may be changed on vote of 85% of bonds then outstanding; all as may be 
more fully stated and defined in the indenture. 
PURPOSE OF ISSUE 

The proceeds from the sale of Series A bonds will be used for the completion of construction in process, for additional working 
capital and other corporate purposes. 

STOCK PURCHASE WARRANTS 
Each Series A bond will carry a non-detachable warrant, entitling the holder, on or before July 1, 1929, to purchase one 
share (par value 1,000 Reichsmarks) of common stock of United Steel Works Corporation for $297.50, viz., 125% of par. 
Detached warrants will be issued in exchange for unexcercised warrants attached to Series A bonds redeemed on or before 
June 1, 1929. It is expected that the common stock will shortly be listed on the Berlin Stock Exchange. 


These Series A bonds with warrants are listed on the Boston Stock Exchange and the cor- 
poration has agreed to make application to list them on the New York Stock Exchange. 


Conversions of German into United States currency at par of exchange (one Reichsmark equals 23.8 cents). 








The statements quoted above, based in part upon cable and radio communicalion, have been 
accepted by us as accurate bul are in no event lo be construed as representations by us. 


We offer these bonds for delivery tf, when and as issued and accepted by us, subject to the approval of legal matters by our counsel. It isexpected 
that delivery will be made on or about July 8, 1926, in the form of temporary bonds of the corporation or interim receipts of Dillon, Read & Co 


Price 96 and Interest. To Yield over 6.80% 


The above ts subject to a circular, containing further 
information, which may be oblatned upon request. 


Dillon, Read & Co. 


J. Henry Schroder Banking Corporation 
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The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count _ upon the support of the investing public. 
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JULY 3, 1926 


| The Trend of Things 


@ The first half of the year has been brought to a close with business more 
active than in the same period of 1925. Current indexes of trade indicate 
a continued high rate of distribution and consumption of goods and the 
outlook for the coming months is favorable; 





@ The all-important credit situation continues highly satisfactory and all 
i signs point to continued money eas: and lower interest rates and higher 
investment security prices over the longer range future; 


@ Railroad May net will show more than 20 per cent increase over a year 
ago and the June net based on record car loadings will also show a large 
gain. Crop prospects are better and with new construction at a high rate 


railroad traffic in the coming months promises to be record breaking, as 
do also net earnings; 





@ Further strength was developed in the stock market during the past week 
with U. S. Steel and General Motors the features. The market is recetv- 


ing good publicity, but apparently has not thus far attracted a large out- 
side following. Bonds continue strong. 


ITH Congress soon to adjourn that the gain in confidence is being reflected thost prone to associate market action 

W and with the prospects for busi- in the stock market. Current trade de- with trade developments are being rapidly 
ness in the second half of the velopments are generally favorablt. July allayed. 

year becoming more favorably defined as dividend and interest payments will exceedd 

crops improve and as new construction con- all records. Fears of an important trade 

tinues at a high rate, it is not surprising reaction entertained for some time by 


More encouraging reports are coming 
from the basic steel industry and business 
and banking leaders generally are evincing 
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greater confidence in the business outlook 
It is in- 
the year 
opened these leaders expressed the judg- 


for the remainder of the year. 


teresting to recall that when 
ment that business would be good for the 
first half, but that was as far as most of 
them wanted to go at that time; they are 
now nearly all on record as predicting a 
good volume of business ior the next six 
months. 


@€ The Business Prospect 


* * * 


i i first half of 1926 has resulted in 
a volume of business which is record 
breaking compared with any similar pe- 
riod. What will happen during the com- 
ing six months is now engrossing attention. 
As there is no indication of over-production 
and as consumption keeps at a high pace 
with labor fully employed at wages repre- 
senting the greatest purchasing power in 
our history, there is every present pros- 
pect that business during the second half 
of 1926 will prove just as satisfactory as 
that of the first half. We are getting 
nearer the time when definite information 
as to the crop outrun will be available; 
there is every ground for expecting an 
agricultural equal to 
Building contracts awarded in 
the first six months of 1926 were greater 
than in the same period last year, and as- 
sure a high rate of construction activity 
during the remainder of the year. 


purchasing power 


last year’s. 


There 
is no more prospect of any boom in busi- 
ness than there was prospect of any de- 
pression earlier in the year when many 
pessimistic prophecies were prevalent. It 
is dificult for the average American to be 
satisfied with the prospect for just normal 
good business; there must either be a boom 
or depression in the offing. In this regard 
the second half of the year promises to be 
just as disappointing as the first half. Pro- 
duction is well balanced against consump- 
tion—an ideal condition making for pro- 
longed prosperity—and there is no reason 
to look for any change during the coming 
months. From all present indications the 
second hali of 1926 will show a volume of 
business activity comparing favorably with 
the same period of 1925. As a matter of 
fact there has been no great change in the 
rate of since the election of 
If the freight-car loadings (our 
best single measure of business activity) 


business 


Ce ylidge. 


are plotted with due allowance made for 


seasonal variations it will be found that 
they form nearly a straight line with a 


slightly upward trend. 


@ The Credit Situation 


HE credit situation is discussed in de- 

tail in an article by Mr. Hanssen in 
the current issue of THE FINANCIAL 
Worip. The firming in call money during 
the current week is attributable to some 
$500,000,000 in dividend and interest pay- 
ments due July 1 (the greatest amount on 
record) and the usual July 1 window dress- 


ing of the banks for a federal bank ex- 
aminer cal], Call money fluctuations carry 


littie significance. The credit situation con- 
with prospect for 
further easing of interest rates over the 


tinues sound every 
longer range future, as commodity prices 
decline and as our investment capital in- 


creases, 
* * * 


€ Foreign Affairs 


a 


HE French situation continues to ab- 

sorb interest. The new cabinet is en- 
deavoring to divorce politics from sound 
economics. How successful it will be re- 
mains to be seen. Negotiations are reported 
under way for a credit for France similar 
to that granted Great Britain when that 
country returned to a gold standard. If 
our bankers accord this credit, it can be 
assumed that France is at last on the road 
to a sound financial condition. Doubtless 
unemployment will increase as deflation 
follows inflation, but no other remedy has 
been discovered to cure inflationary excess. 


* * * 
@ The Industrial Stocks 
* * * 


HE semi-annual earnings reports of the 

major industrial companies will soon 
be made public and will justify careful 
study; this is especially true where salient 
figures are given as to volume of sales and 
trend of profit margin per unit. So far as 
can be determined in advance some com- 
panies are going to show good gains; 
others will not show so well. Certain 
motor companies, like General Motors, 
promise to report gains in net that will be 
surprising; others will not fare so well. 
If the declining earnings of Henry Ford’s 
Detroit, Toledo & Ironton Railroad are 
any indication of the volume he has been 
doing it is probable that the net of this 
company for the first half of 1926 will be 
substantially below that of a year ago. 
Most leather, textile and rubber com- 
panies will reflect the unfavorable condi- 
tions operative in their lines during the 
past half year. Steel companies and others 
largely dependent on a high rate of new 
construction should show up reasonably 
well, as should also the oil companies, as 
they have enjoyed relatively higher prices 
and greater sales than a year ago. In the 
mining division not much change from a 
year ago is in prospect. The sugar pro- 
ducers are, of course, faring poorly, but 
the fertilizer companies promise to do 
fairly well. The agricultural implement 
companies appear to be doing quite well, as 
do also the chain stores, mail order houses 
and department stores. The railway equip- 
ment companies are in a highly competi- 
tive era with business far below capacity, 
but companies in specialized fields like 
Air Brake and General 
Railway Signal promise to report good 
gains in net. All in all the industrial com- 
panies should be able to report net earn- 
ings for the first half of 1926, which will 
make a satisfactory comparison with the 
same period of 1925. It appears probable 
that competition will continue keen and 
that profit margin will continue to be ad- 


Westinghouse 


affected over the longer 
future by declining commodity prices. It 
is obviously difficult to conduct an intelli- 
gent speculation in industrial stocks which 
are at relatively high-price levels with so 
much vital current data lacking. The 
safest course will doubtless be found in 
patronizing the stocks of the strongest in- 
dividual company in any given field. 


versely range 


x * * 
@ The Railroads 
*x* * * 


HE May net railroad earnings are 

nearly all in and show an excellent 
increase over May, 1925. The car load- 
ings that make up the June gross are all in 
and it can be confidently predicted that 
June net will also compare very favorably 
with that of a year ago. With car load- 
ings continuing at a record level railroad 
gross will take care of itself, as will also 
the net. The crops are now at an inter- 
esting state, and while nothing definite can 
yet be said preliminary estimates indicate 
that the greatest gain, as compared with a 
year ago, will take place in the Southwest, 
and especially in Texas. Winter wheat and 
cotton both now promise to show very sub- 
stantial gains over a year ago in Texas, 
which is our most important agricultural 
state. The earnings of the railroads serving 
Texas have been feeling the adverse effect 
of the drought of the past year, but prom- 
ise soon to come into their own. The prin- 
cipal beneficiaries of the expected improve- 
ment there would be Southern Pacific, 
Atchison, Rock Island, Frisco, Missouri 
Pacific and its subsidiaries, and the three 
Loree roads, Kansas City Southern, St. 
Louis-Southwestern and Missouri, Kansas 
& Texas. The very interesting status of 
the southwestern roads will be rather fully 


discussed in next week’s issue of THE 
FINANCIAL WORLD. 

* * * 
@ The Securities Outlook 

* ok Ox 


ITH both U. S. Steel and General 

Motors reaching new high prices for 
all time during the past week the news- 
paper headlines have been giving the stock 
market some inexpensive advertising. Just 
to what extent the advance in industrial 
stocks has been due to pool buying and 
short covering is hard to say. The public 
outside of New York does not appear to 
have participated in the advance 
March, if the collateral loans outside New 
York, which are discussed on the following 
page are any indication. That outside pub- 
lic appears to have merely sat tight await- 
ing developments, having refused to be in- 
timidated by predictions of a business re- 
action; it may also refuse to be impressed 
by the prospect of a business boom. Con- 
tinue of the judgment that we are in an in- 
vestment market and that the soundest op- 
portunities are to be found in the rails, 
good-yielding public utility preferred 


stocks and the low-cost coppers. 
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The Important State of Credit 


@ That the most important single factor affecting security prices is the state 
of credit, current and prospective, has been repeatedly pointed out in THE 
FINANCIAL WORLD; 


@ In the following article a timely survey of the present situation is made, 
which shows some rather interesting recent developments and gives a 
groundwork for a forecast; 


@ The present credit situation is sound and promises 


creasing investment capital and lower commodity prices made for de- 
clining interest rates. 


credit, current and prospective, is the 

most important single factor affecting 
future security prices. When sound in- 
come-producing securities affording a yield 
higher than current interest rates are rec- 
ommended, this recommendation ts based 
on the judgment that interest rates will 
viot advance. Should they advance the ad- 
vantage gained would, of course, be lost. 


|: can safely be said that the state of 


For some time the state of credit has 
been highly satisfactory; this is clearly re- 
flected in the steady rise in bond prices and 
the more recent advance in so-called in- 
vestment stocks, We really have what 
might be termed a redundant supply of 
credit and its proper control by the Federal 
Reserve authorities is all that has saved 
this country from the era of inflation 
which was predicted by European econo- 
mists because of our huge gold holdings. 


There is every prospect that over the 
coming years the credit situation will con- 
tinue highly satisfactory and that declin- 
ing commodity prices and progressive gains 
in investment capital will bring about lower 
interest rates and therefore higher prices 
for sound investment securities. 


Clear Picture 


However, we have available in the week- 
ly reports of the banks, which give their 
data to the Federal Reserve, a very clear 
picture of the present situation and the 
recent trend in the more important items 
that go to make up the earning assets of 
these banks; the accompanying chart is of 
particular interest, showing, as it does, 
the amounts loaned on_ securities, the 
amounts loaned for commercial purposes 
and ‘the amounts invested in securities by 
the banks in New York and outside of 
New York. 

Let us first examine the trend in col- 
lateral loans, the expansion in which caused 
sO much criticism earlier in the year. We 
find that a very substantial contraction has 
taken place in New York and practically 
none outside of New York. What does 
this mean? The only inference is that 
those who were loaning money on securi- 
ties in New York heavily reduced their 
lines during the March reaction, and those 
who were loaning out of town retained 


July 3, 1926 


By FREDERICK HANSSEN 


their stocks and bonds. In other words 
securities were sold in New York and re- 
tained outside of New York. The subse- 
quent action of the market shows rather 
clearly that the out-of-towner was right. 
Let us now see what the banks have been 


to continue so, as in- 


doing. The banks outside of New York 
have been steadily adding to their security 
holdings. The banks in New York started 
selling when Coolidge was elected, but be- 
gan adding rather substantially to their 


(Please turn to page 27) 
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@ New York Central— 


Hidden Earnings are Coming Out: 


@ New York Central occupies a highly strategic position in the eastern 
trunk line territory and total earnings in recent years have been showing 
progressive increases; 


@ Based on the present method of reporting earnings around $14 per share 


is indicated for 1926 or double current dividend requirements. 


road has concealed earning power; 


But the 
\ 


« A stockholders’ meeting has been called for next September, which will 
result in leasing important subsidiaries and adding about $5 per share to 


the reported earnings. 


EW YORK CENTRAL common 
N stock is selling around $130 per 
share, paying $7 in dividends, earn- 

ing about $14 yearly and yielding 5.4 per 
cent. On the face of it this would indicate 
that the stock was fairly well adjusted to 
value. But New York Central, instead of 
waiting for enabling consolidation legisla- 
tion from Congress, now proposes to lease 
the Michigan Central, the Cleveland, Chi- 
cago, Cincinnati & St. Louis, and the Cin- 
cinnati Northern, which will mean that the 
heretofore undistributed net earnings will 
be included in those of New York Central. 
The meeting at which this plan will be 
acted upon (and doubtless approved) by 
stockholders has been called for September 
26, 1926. Just what does this mean? New 
York Central now owns 99 per cent of 
Michigan Central common stock and 91.3 
per cent of Big Four. In 1925 Michigan 
Central earned $100 per share and paid 
$20; in other words New York Central 
included in its income but 20 per cent of 
the earnings. In 1925 Big Four earned 
$23 per share of common and paid but $5; 
here New York Central reported in its 
earnings 22 per cent of its equity therein. 
The plan proposes that New York Cen- 


New 


tral lease Michigan Central and Big Four 
by guaranteeing $50 in dividends on Mich- 
igan Central and $10 in dividends on Big 
Four. With this lease consummated there 
will be two advantages. First New York 
Central can credit all the earnings to its 
income account after deducting the guar- 
antee, and second, with these earnings con- 
solidated the roads earning more than 6 
per cent on property value will be free 
from recapture of 50 per cent of the 
excess. 


Outlook for the Common 


Now let us see just how this figures out 
in the way of adding earnings to New 
York Central’s common stock for 1926. 
From all present indications both roads 
will do as well in 1926 as they did in 
1925; in other words Michigan Central 
will again earn $100 per share and Big 
Four $23 per share. New York Central 
owns 185,490 shares of Michigan Central 
which will yield $18,549,000 in net in 1926; 
the public owns 1,873 shares on which 
dividends of $50 will be guaranteed and 
on which New York Central will receive 
the remaining $50, or $9,375, making a 
total of $18,558,375, compared with $20 


In addition there are some other “hidden assets.” 


per share in 1925, or $3,708,900. Thus $14,- 
848,575 will be added to New York Cen- 
tral’s earnings this year due to inclusion 
of full earnings from Michigan Central. 
New York Central owns 428,272 shares 
of Big Four, which at $23 per share will 
yield $9,850,256 in net in 1926. The pub- 
lic owns 42,015 shares on which dividends 
of $10 will be guaranteed and the remain- 
ing $13 per share, or $546,195, will be re- 
ceived by New York Central, or a total of 
$10,396,451, compared with $5 per share of 
$2,141,360 in 1925. Thus Big Four will 
add $8,255,099 to New York Central’s 
earnings in 1926 due to complete inclusion. 
Combined the net total is $23,103,674, 
which will be added to New York Cen- 
tral’s reported earning power in 1926, 
when the proposed leases are executed. 
As New York Central has 3,832,533 shares 
outstanding the foregoing figures mean 
that $6.06 per share will be added to share 
earnings in 1926 as compared with 1925. 
In-1925 New York Central reported $12.67 


per share on its common. Its own earn- 


ings show a good gain thus far in 1926 

and around $14 per share for 1926 is indi- 

cated on the same basis of accounting 
(Please turn to page 22) 





York Central’s West Shore Yards and Piers at Weehawken, New Jersey 
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contrary views and the reasons therefor. 
this policy has on manufacturing and railroad profits—THeE Epirors. 


In his seventh article of his instructive series, Mr. Gibson discusses a number of collateral 
speculative influences such as foreign trade, politics, mergers and_ consolidations, foreign and 
domestic financial and economical developments and especially the more recently developed 
policy of hand-to-mouth buying. The present article is largely devoted to the latter and those 
who regard it as a temporary phenomena in our business affairs will do well to get Mr. Gibson’s 
Mr. Gibson further points out the contrasting effect 

















HE major governing influences— 
; money and credit, commodity prices, 
new construction, and crop condi- 
tions have been briefly discussed in pre- 
ceding articles. There are other influences 
which require examination from time to 
time, but most of these are collateral de- 
rivatives which are more or less ‘dependent 
on the progress of the more important con- 
trolling factors referred to above. Foreign 
trade; political conditions, foreign and do- 
mestic developments and developments ly- 
ing within the market itself, such as merg- 
ers and consolidations, and such innovations 
as the recently adopted policy of so-called 
hand to mouth buying will have some effect 
on values and prices and should conse- 
quently be subjected to examination. So 
far as the effects of warfare, earthquakes, 
or great conflagrations are concerned, 
these may be classed as accidents which 
need not be included in a study of basic 
principles. 


Vital Influence 


Of all the collateral influences mentioned, 
the one last named, i. e. the policy of hand 
to mouth buying, is the most vital. In 
the estimation of the writer, this new 
policy represents one of the most import- 
ant economic changes of recent years and 
should be thoroughly understood. 

The late Professor Sumner, of Yale, 
used to say that in approaching an economic 
problem one should ask himself four ques- 
tions:—l. What is it? 2. Why is it? 
3. What of it?—and 4. What are you 
going to do about it? 

We need not dwell upon the first inquiry. 
The answer is that it is a policy on the 
part of the merchant to buy in quantities 
sufficient to supply his trade, as compared 
with the old policy of stocking up his 
shelves heavily twice a year. The mer- 
chant’s policy extends by progressive steps 
to the wholesaler and jobber, then to the 
manufacturer, and finally to the pro- 
ducer of raw materials. 


The second question “Why is It?” calls 
for more careful examination, as the an- 
swer reveals the causes of the phenomenon. 
A great many people who have noted this 
change look upon it as being of a tem- 
porary nature. The correctness or in-~ 
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correctness of this view may be determined 
by seeking the underlying reasons for the 
attitude of the merchant. 

There are only two principal reasons 
which will induce the retailer to stock up 
heavily. One is the fear that he will not 
be able to get his goods from the primary 
markets in time to serve his trade and 
meet competition. The other is the fear, 
or belief, that prices will rise. If no such 
fears exist—if the merchant is reasonably 
certain that he can get his goods in a few 
days and that prices are not going to ad- 
vance—he will not borrow freely at 6 
per cent or more to purchase goods which 
may later on become unsaleable or which 
may have to be disposed of at a sacrifice. 

There are, in turn, two reasons why the 
retailer may not be able to secure goods 
promptly—first, because of inadequate 
transportation facilities, and, second, be- 
cause demand is in excess of the means 
of production. Neither of these reasons 


now exist, and it appears highly improb- 
able that they will exist again for many 
years to come—if ever. The most im- 
portant unit of transportation—the rail- 
roads—have demonstrated and are dem- 
onstrating their ability to carry even the 
“peak load” without delay or congestion. 
The laws governing the carriers are the 
best we have ever had, and the credit of 
the roads, generally speaking, has been 
so fully restored that they are able to se- 
cure funds at reasonable rates when they 
find it necessary or advisable to improve 
or expand their facilities. It is also the 
case that the employment of motor trucks 
and trolley systems is relieving the roads 
of much short haul traffic, which was a 
fertile source of delay and which was not 
a profitable class of tonnage. Improved 
methods of communication, such as the 
long distance telephone, the night letter 
and airplane mail also help to eliminate the 
element of delay. 

The second phase of the subject—the 
ability to produce and ship goods promptly 
—has also undergone a decided change. 
The great increase in factory capacity dur- 
ing the war years has made it possible to 
produce goods in excess of normal re- 
quirements. This results in keen compe- 
tition and an effort to hold trade by 
prompt ‘deliveries. 

The third equation—the fear or belief 
that prices will rise—has been absent even 
during a long period of a redundant credit 
supply which invited inflation. It cannot 
be positively stated that inflation will not 
occur. But, as pointed out in a preced- 
ing article, inflation in this country, with~ 
out participation by the rest of the world, 
would be circumscribed and short-lived. 

In these circumstances, it appears reason- 
able to assume that the policy of hand to 
mouth buying has come to stay. 


The Effects 

Referring next to Professor Sumner’s 
third question “What of it?”, the prob- 
lem resolves itself into an inquiry as to 
the probable effects of hand to mouth buy- 
ing. It would be wasting space to discuss 
the general effects on society as a whole. 
They are decidedly beneficent. To con- 
tend otherwise would be to contend that 

(Please turn to page 17) 
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discussion of Childs and J. R. 

Thompson another interesting  sit- 
uation is disclosed in comparing two other 
restaurant stocks, namely, Waldorf System 
and Exchange Buffet. The unique posi- 
tion of the former has taken it out of the 
classification of a fair weather stock, for, 
as past records show, it not only shares in 
periods of prosperity but in hard times the 
economy of satisfying one’s appetite at 
lower costs has augured well for the sta- 
bility of earnings for the company. 


Ph eicssin closely upon the recent 


It might be well to outline the market 
position of the two stocks at the outset. 
Waldorf is selling for about $18 a share. 
Exchange sells for 1634. The former pays 
at present $1.25 a share and the latter $1.50. 
Waldorf offers a yield of 7 per cent and 
Exchange yields 9 per cent at present 
prices. On the face of things Exchange 
appears to overshadow the possibilities in 
Waldorf, but, like so many other of these 
cases, there’s a reason. What these reasons 
are should prove of timely interest to the 
holders of the two stocks with a thought 
to a transfer from one to the other if there 
are benefits to be had with the stocks sell- 
ing around the same levels. 


Territorial Conditions 


The two companies are similar in respect 
to the service rendered, Exchange operates 
a chain of 36 restaurants and 44 cigar 
stands, 33 being in the Borough of Man- 
hattan, New York City, one in Brooklyn, 
N.. Y., and two in Newark, N. J. Waldorf 
operates a chain of about 123 lunch rooms 
in 38 cities, principally in the New Eng- 
land states. Before making a comparison 
of earnings for the current year of the 
two companies mention must be made of 
business conditions in the two 
Exchange under existing circumstances 
should have had a very favorable year in 
contrast with the conditions that confronted 
Waldorf in its territory, which was visited 
with a general depression in the mill cities 
in the first nine months of the year. Ex- 
change reported $1.50 a share earned in 
the fiscal year ended April 30, 1926, just 
covering the present dividend requirements 


8 


sections. 


@ Attractive yields are obtainable on the basis of pres- 
ent payments with one being earned by a good ' 
margin and the other just covering requirements ; 


@ The territorial location of these two chains is a fac- 
tor that has an important influence on business and 
earnings. 


By WILLIAM J. HEALY 


on the outstanding stock, while Waldorf 
earned $1.90 a share, an excess of 65 cents 
a share over dividends on the common 
stock. While this showing does not com- 
pare favorably with the 1924 earnings of 
$2.02 a share, there appears to be a just 
reason as before mentioned. The $1.50 
earned by Exchange compares with $1.73 a 
share in the previous year, 

In that the annual report of Exchange 
Buffet was made within the past week a 
comparison of the financial condition of the 
two companies as of recent date is inter- 
esting. The balance sheet shows current 
assets of $626,150 against current liabili- 


ties of $332,804. The assets are made up * 


of $303,189 cash, $170,000 call loans, $6,512 
of accounts receivable and inventories of 
$140,449. The good will of Exchange is 
carried on the books $2,416,040, this in- 
cluding leaseholds. The company disposed 
of real estate and in return there appears 
a second mortgage of about $100,000 less 
in amount, and in that net working capital 
was increased about $200,000 there is an 
evident profit of $100,000 from realty op- 
erations, which is a non-reoccurring item. 


Financial Position Strong 

The Waldorf balance sheet as of De- 
cember 31, 1925, shows total current assets 
of $1,755,628, being made up of $1,150,678 
in cash and government bonds, about #$0,- 
000 in receivables and $574,577 carried in 
inventories. The total current liabilities 
amount to $819,177 as of the same date. 
Of more recent issuance is a statement 
from one of the officers of Waldorf, which 
is rather cheering in its relation to the 
stockholder’s position. It reads as follows: 

“The balance sheet of the Waldorf Sys- 
tem as of April 30, shows approximately 
$1,250,000 cash and government bonds on 
hand. There remains less than $200,000 
first preferred stock which will undoubt- 
edly be retired some time at the end of 
the current year. The amount that is de- 
ducted from earnings for repairs and re- 
placements, depreciation, amortization of 
leaseholds and reserves for unusual ex- 
penses is in excess of $600,000 annually. 
This fund is available for the opening of 
additional lunch rooms and will in itself 
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keep pace with new development without 
the invasion of the surplus account. With 
the large amount of cash that is on hand 
at the present time, and estimating not less 
than $500,000 annual earnings in excess of 
dividend requirements, it brings to mind 
what disposition will be eventually made 
of this large amount of surplus capital 
which the business does not require. In- 
asmuch as conservative new store develop- 
ment will consume not over $750,000, soon- 
er or later the common stockholders may 
expect a substantial benefit either in the 
form of increased dividends or a plum of 
some sort.” 


Earnings Fall Off 


While the earnings of Exchange have 
shown a decided falling off for the year 
ended April 30, Waldorf has already 
started to show a reversal from the slump 
of last year and earnings for the first 
quarter amounted to 58 cents a share as 
compared with 51 cents in the same period 
of 1925. While it was the policy of the 
management in 1925 to curtail on the open- 
ing of new stores, this was done in the 
interest of conservatism, because high 
rentals at this period would have seriously 
interfered with the profit ratio that has 
heen maintained, and, while the new stores 
would probably have increased sales, the 
earnings derived from them would not 
kave compensated for the expenditures 
that were necessary. The rental situation 
has -been materially clarified and the com- 
pany is again carrying out its development 
program with five new stores having been 
opened since the first of the year and sev- 
eral more on the way. This slowing up of 
expansion also greatly improved the finan- 
cial position of the company with an ac- 
cumulation of cash that now allows for 
the retirement of the preferred faster than 
called for by the sinking fund require- 
ments. 

The new restaurants added should ma- 
terially improve sales and profits for 1926, 
and this is already indicated with an in- 
crease of about $46,000 for the first four 
months. The company has paid dividends 
regularly on the preferred and common 

(Please turn to page 19) 
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aring the Lunch Room Stocks | 


@ Waldorf System and Exchange Buffet are selling at 
around the same price levels with the outlook in 
each case of a different nature; 
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qj|Standard Gas Pfd.— 


A Well Secured Utility Issue 


@ Preferred issue of one of the largest holding companies in the country is 
obtainable on a basis to yield 7.32 per cent; 


@ Company is engaged in an extensive expansion program that should re- 


flect favorably on the earnings in the current year; 


@ Dividend requirements are being earned almost four times and the issue 
enjoys both marketability and stability. 


HE opportunities that have been 
; pointed out in these columns in 
many of the public utility pre- 
ferred stocks have found a ready response 
in higher market prices. The many good 
features that were embodied in these is- 
sues was quick to find realization. On the 
other hand, what could not be said of 
many of them, can be in the case of 
Standard Gas and Electric Company cumu- 
lative 8 per cent preferred stock. The 
issue is listed on the New York Stock Ex- 
change and enjoys a steady market. It 
has been consistently recommended in Mr. 
Guenther’s Bargain Lists and his recom- 
mendations of preferred stocks that offer a 
high income return, The many inquiries 
received from our subscribers prompts a 
more complete and detailed analysis. 


The scope of the company’s operations 
can best be realized when it is understood 
that its operated and affiliated companies 
in nineteen states of the union a 
population of over 5,500,000. The gross 
earnings of these companies in 1925 were 
in excess of $137,000,000 and their com- 
bined assets at the close of the year ex- 
ceeded $900,000,000. This data is given 
to establish this group as one of the larg- 
est in the country operated and managed 
by one company. 


serve 


A Unique Position 

Standard Gas and Electric Company en- 
joys a unique position among the holding 
companies in that it does not own the en- 
tire common stocks of some of its sub- 
sidiaries, deriving its earnings largely from 
management work, The company owns 
the entire stock of the Byllesby Engineer- 
ing and Management Corporation, through 
which the affiliated companies are financed 
and managed. The long list of companies 
that comprise the system are steadily being 
added to and at present it is made up of 
the Louisville Gas and Electric Company, 
Oklahoma Gas and Electric Company, 
Northern States Power Company, Cali- 
fornia-Oregon Power Company, Coast Val- 
leys Gas and Electric Company, Consum- 
ers Light and Power Company, Fort Smith 
Light and Traction Company, Mountain 
States Power Company, Sierra and San 
Francisco Power Company, Southern Colo- 
rado Power Company, Southwestern Gen- 
eral Gas Company, San Diego Consolidated 
Gas and Electric Company, Western States 
Gas and Electric Company, Wisconsin 


July 3, 1926 


Public Service Company, and the Standard 
Power and Light Company and its sub- 
sidiaries, control of which were acquired 
in April of this year. The company 
formerly had a 50 per cent voting interest 
in this situation but with the increase to 
80 per cent control was obtained of one 
of the most important utility systems in 
the country, serving the city of Pittsburgh 
and surrounding territory and with it a 40 
per cent control of the Market Street 
Railway System in San Francisco. 

In completing the transaction offers were 
made to the minority stockholders of the 
United Railways Investment Company, 
California Railway and Power Company, 
Pittsburgh Utilities Corporation and The 
Philadelphia Company to exchange their 
stock for securities of Standard Gas and 
Electric Company in order to acquire the 
minority stock of these companies for its 
subsidiary, Standard Power and Light 





@ John J. O’Brien 


President, Standard Gas & Electric Co. 


Corporation. There were several other re- 
cent acquisitions which have been con- 
solidated with present operating companies. 
The company also owns the common stock 
of the Shaffer Oil and Refining Company, 
a complete unit in the oil industry which 
owns extensive oil lands and leases, pipe 
lines, a 10,000-barrel modern refinery at 
Cushing, Oklahoma, 631 railway tank cars 
and has 411 distributing stations in ten 
states of the Middle West. 

The expansion and improvement pro- 
gram of the company cannot help but be 
reflected in future earnings. The com- 
panies that were taken over are not in the 
formative stages but all well developed 
companies in good physical and financial 
condition and should be quick to respond 
to the benefits of this centralized manage- 
ment, 

The combined gross and net earnings of 
the operated companies exclusive of the 
most recent acquisitions for the past five 
years have been as follows: 


Gross Net before dep. 
1973... $48,339,318 $17,566,531 
3922... 51,747,834 19,778,263 
1923... 56,797,582 23,001,236 
a 61,787,671 26,165,447 
a 66,917,200 29,701,244 


Including the recent acquisitions, the gross 
earnings for the twelve months ended 
April 30, 1926, were $142,498,963 with the 


‘net before depreciation $59,972,917. 


Comparative Earnings 
Earnings of Standard Gas and Electric 
Company alone for 1925 compare with 
those of 1924 as follows: 


1925 1924 
Gross revenue ............ $7,270,116 $6,098,532 
Net revenue ................ 7,125,669 5,981,260 
Interest charges .......... 1,400,884 2,217,290 
cca ccccosncssulsimmniiae 5,724,785 3,763,970 
Preferred dividends.... 2,485,369 1,761,298 
Ee 3,239,416 2,002,672 
Common dividends ...... 1,963,365 796,034 
RTD 1,286,051 1,206,638 


In the above figures the reduction in in- 
terest charges is accounted for by the con- 
version of interest on funded into common 
stock in 1925, and included in common 
diwidends. 

The conservatism of the management is 

(Please turn to page 29) 
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q Fonda, Johnstown & Gloversville— 


An Interesting. Bond Situation 


« A bond to be rated as legal for savings banks in New York State is not 
usually found with a yield of over 8 per cent; 


@ Fonda, Johnstown and Gloversville 414s of 1952 representing a small 
property joining the main line of the New York Central in the eastern 
part of the state are selling currently for about $60 thereby affording a 
yield of 8.25 per cent; 


@ There are, of course, special reasons for both the legality and the high 
yield obtainable on this issue and a situation develops which is of interest 


to investors. 


savings banks which show a yield 

of 8 per cent, but there is one that 
is legal for the savings banks in New 
York State, which at the current price of 
60, shows a yield of 8.25 per cent, which is 
manifestly so out of line with prices for 
other railroad issues, which are dignified 
by the term “legal” that it is extremely in- 
teresting to study the real situation and 
prospects for this small but widely out of 
line issue. We refer to the Fonda, Johns- 
town & Gloversville 4%4’s of 1952, which 
represent a small property joining the main 
line of the New York Central in Eastern 
New York state. 

The reason for the legality of this bond 
lies in a special enactment by the New 
York Legislature nearly twenty-five years 
ago, and the real reasons for this action, 
if known, might be distinctly interesting 
from a political standpoint—for the bonds 
fail in nearly every way when the usual 
legality tests are applied. 


Ti are not many bonds legal for 


A Steam Railroad 

The property is classified as a steam 
railroad when in reality it is more of a 
traction company, for of the 76.55 miles of 
track operated but 31.62 miles are operated 
as a steam railroad. The road is solely 
dependent on local traffic and the territory 
which it serves is not of great industrial 
importance so far as freight is concerned. 
It is significant that but 18.87 per cent of 
the freight tonnage has originated on the 
road; the remainder consists principally of 
anthracite coal for local consumption, being 
received from the New York Central at 
Fonda, where it makes connection with the 
latter system. The traction properties con- 
sist of an inter-urban line connecting 
Gloversville, Johnstown and Schenectady, 
together with local lines in the first two of 
these cities, as well as Amsterdam, and for 
the past ten years this inter-urban mileage 
has been relatively the most profitable. 


The basic difficulty with which the prop- 
erty has been faced along with so many 
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of similar type, is the growth of automo- 
bile and motor truck competition. There 
has been no bus competition of any sort, 
and hence the diversion of its business has 
been entirely beyond its control, and has 
been the sole factor causing the decline in 
net earnings to the point where in recent 
years only a slim margin over interest re- 
quirements has been earned. Passenger 
fares already stand at comparatively high 
levels and it does not appear that either 
these rates or those on freight could be 
increased without forcing a further diver- 
sion of traffic. The operating ratio is al- 
ready low, having averaged but slightly 
above 60 per cent, but notwithstanding, the 
factor of safety for interest on the funded 
debt has progressively declined from 37.1 
per cent in 1922 to 16 per cent last year. 
This, so far, is certainly far from a bright 
picture as far as the future of the bonds 
is concerned, but there are certain other 
factors in the situation which shed a some- 
what better light upon future prospects. 


A study of the whole situation brings 
the prospects for betterment of the posi- 
tion of the bonds down to three, viz.: 

(1) Increase of gross revenues. 

(2) Acquisition of the property by New 
York Central. 

(3) Reduction of the funded debt from 
proceeds 
claims. 


from certain pending damage 


Study of Prospects 


A study of the prospects of the territory 
served, which possesses little in the way 
of healthy industries, shows little chance of 
increasing the freight business and it is 
difficult to see wherein passenger revenues 
can be greatly augmented. The chances 
for the bonds lie, then, either in the pos- 
sibility of the property being taken over 
by the New York Central or in its realiz- 
ing a substantial sum from the pending 
damage claim which is expected to be 
settled within the near future. 

Rumors of purchase by the New York 
Central have been frequent for the past 


twenty years, but it appears that a merger 
is now much more of a possibility than it 
has ever been, due both to the Govern- 
ment’s attitude concerning the absorption 
of small roads by the larger systems, and 
due to the fact that the New York Cen- 
tral has recently made an appraisal of the 
property, and it is understood to be ready 
to make purchase upon final settlement of 
certain details. The elimination of gen- 
eral expense would, it is believed, enable 
the larger system to earn a reasonable 
profit on its investment. Probably the 
traction properties will be segregated and 
it is quite possible that these will be taken 
over by the Mohawk & Hudson Power 
Company, which now supplies the current 
for their operation. 


Damage Claims 

The other factor concerns the damages 
which the company will receive from the 
flooding of a portion of its trackage 
through the construction of the Sacandaga 
Storage Reservoir. It will be remembered 
that last year the road halted, by injunc- 
tion, the sale of special assessment bonds 
intended to finance this construction until 
its damage claims are settled, and it is 
expected that this will be cleared up with- 
in the next few months. It would not be 
surprising if the road would receive ap- 
proximately $1,500,000, which, after neces- 
sary expenses for track relocation, would 
be applicable toward the reduction of the 
funded debt, which now aggregates $7,- 
600,000. 


The effect of these pending developments 
which may materialize much quicker than 
the investment market seems to believe, 
can easily mean an appreciation of 10 to 
15 points in the bonds in the event of a 
settlement of the damage claim—or as 
much as 40 points should the property be 
taken over by the New York Central. In 
any event, it seems safe that there are suf- 
ficient favorable elements to protect the 
bonds against contingencies and as a semi- 
speculation that they possess extremely in- 
teresting possibilities, 
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@ Southern Pacific— 


What Are the Prospects ? 


@ Is the present price level of National Bis- 
cuit justified? Earnings of this leader are 
increasing. Is the price of the stock lag- 
ging behind these earnings or is it now 
well in advance of them? 


@ Southern Pacific in addition to its railway 

holdings also owns or controls other valu- 
For the first five months 
of this year operating efficiencies resulted 
in an increase of $3,522,382 in net operat- 
ing income from an increase of but $1,- 
906,989 in gross as compared to a year ago. 


able properties. 


@ What are the dividend prospects for each 


stock? 


By RICHARD J. ANDERSON 


OSSIP of another split-up in Na- 
ts tional Biscuit and hints of merg- 

ers had the effect of running up 
this issue to the unprecedented high of over 
$98 per share this week. Any possibility 
of a merger may be immediately ruled out, 
for the officials of the company are con- 
tent that they have emerged from a recent 
Federal monopoly investigation, which left 
the present organization intact. 


The price of Biscuit hardly suggests an- 
other split-up and examination of the com- 
pany’s earnings further supports the con- 
clusion that such an action would be ‘un- 
warranted. Net earnings for the year 
ended December 31, 1925, were the largest 
in ten years, but amounted to only $5.79 
per share of common. Current earnings 
are apparently showing no phenomenal in- 
crease, for profits for the first quarter of 
this year approximated $1.28 per share as 
compared with $1.19 for the same period 
of a year ago and $1.23 for the first quar- 
ter of 1924. 

Except for a small output of bread, Na- 
tional Biscuit Company is engaged exclu- 
sively in the manufacture of biscuits, of 
which it makes about 400 different vari- 
eties. Many of the products are identi- 
fied by trade marks and trade names. Al- 
though National Biscuit has been showing 
substantial growth, the other companies 
engaged in the same industry have not 
been standing still, and competition is be- 
coming increasingly keen. 


Earnings at present are running satis- 
factorily, in fact some optimistic observers 
of the situation predict that the second 
auarter of 1926 will prove to be the best 
in the history of the company, with earn- 
ings applicable to common of from $1.75 
to $2.00 per share. This would indicate 
that results for the first half year will show 


somewhat more than $3 on the common 
shares. 


From $5,677,461 in 1921 Biscuit’s net in- 
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come jumped to $11,024,980 in 1922. This 
is explained by a change in the company’s 
bookkeeping methods, as in previous years 
construction and expansion were financed 
out of abnormally large depreciation 
charge offs. At present, however, indica- 
tions are that normal depreciation charges 
are being made, and such an important in- 
crease in net cannot again be looked for. 
Any increase, then, must come from a nor- 
mal growth of the business. 


It is admitted the National Biscuit is a 
sound, well-managed company, but pros- 
pects are hardly such that much higher 
prices for the stock can be expected. Earn- 





ings for 1925 showed an increase of 43 
cents per share over those for 1924, and 
assuming that even a 50-cent increase over 
1925 will be shown by 1926, earnings for 
this year would amount to $6.29. Last 
year 71.5 per cent of earnings were paid 


out in common dividends. If the same re- 
lationship between earnings and dividends 
is to apply this year the rate could be 
raised from $4 to $4.50 per share. Even 
with this increase the stock would yield 
but 4.68 per cent at its present price. 


In view of the improvements being 
shown by the rails and the indications 
(Please turn to page 24) 

















Investment Position of 
National Biscuit and Southern Pacific 
National Biscuit Southern Pacific 
Earn. Div. Earn. Div. 
ETI EES ee rN aN $4.54 $1.75 $9.47 $6.00 
RE Nee ee 5.05 3.00 12.94 6.00 
EER eee ete 5.36 4.00 9.51 6.00 
ease eine HERR Se giner aren ear 5.79 4.00 9.58 6.00 
NT i llctnios $5.18 $3.19 $10.37 $6.00 
CAPITALIZATION 
National Biscuit Southern Pacific 
eT TET OT EE RE Le $575,121,818 
i CN acai er nenner nee 
ee aE 51,163,000 372,380,906 
$75,967,500 $947 502,724 
MARKET POSITION 
1925 4 yr. av. 
earn.to earn. to 
Mkt. Div. Yield mkt. mkt. 
National Biscuit -........... 96 $4* 4.16% 6.04% 5.40% 
Southern Pacific ............ 104 6 5.77 9.21 9.78 
*Plus 50 cents extra payable July 15, 1926. 
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These reviews written as of Friday immediately preceding date of this issue 




















The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 





Miscellaneous Industrials 





Allis Chalmers— 
Rating “A” 
Allis Chalmers has recently experienced 
a sharp increase in business and unfilled 
orders as of June 1 showed an increase of 


$500,000 over those of May 1. The com- 
pany has been operating on a_ slightly 


smaller profit margin but larger volume 
may more than offset this. 


American Can— 
Rating “A” 

American Can was another Morgan 
stock which has been strong and active. 
Earnings thus far in 1926 are reported well 
ahead of those 1925. The company 
makes the bulk of its earnings during the 
second half year, and canning crop out run 
will largely determine final net. 


in 


American Smelting— 
Rating “A” 


American Smelting reached a new high 
price on the current movement during the 
past week. Before sailing for Europe 
President Guggenheim announced that cur- 
rent earnings are at the rate of $20 a 
share yearly, and that earnings for 1926 
will greatly exceed those of last year. He 
also stated that it would be a very big 
year for the copper companies. 


Fisk Rubber— 
Rating “B” 

The Fisk Rubber was con- 
structively discussed in the recent issues of 
THe FINnaNciAL Wortp, The company 
now has declared a quarterly dividend on 
the outstanding second preferred, and it is 
probable that the 35 per cent arrearage on 
this issue, which amounts to less than 
$350,000, will be paid off before the close 
of the fiscal year. This, of course, will 
then place the common stock in line for 
dividend action. 


status of 


International Agricultural— 
Rating “C” 

A preliminary estimate indicates that In- 
ternational Agricultural Chemical will 
show around $1.33 a share on its common 
stock for the fiscal year ended June 30th, 
compared with $1.04 in the previous year. 
This reflects the moderate further improve- 
ment that has taken place in the fertilizer 
industry during the past year. 
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Martin Parry— 
Rating “B” 

Martin Parry reports $1.80 a _ share 
earned on its common stock in the quarter 
ended May 31, bringing total earnings for 
the first nine months up to $3.15 a share, 
compared with $1.60 in the same period 
last year, 


Texas Gulf— 
Rating “A” 

Texas Gulf Sulphur reached a new high 
price during the past week as sulphur 
prices continue high and the company’s 
earnings continue to mount. 
tial extra is expected. 


A substan- 
The company has a 
sulphur raised above 
the ground, the estimates on the value of 


which run as high as $40,000,000. 


large amount of 








Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


Amer, Tel. & Cable............. B to C 
ae DtoC 
Exchange Buffet ...................... BtoC 
Famous Players, com. .......... AtoB 
Oy) 5 eT CtoB 




















Tide Water— 
Rating “A” 

According to oil experts who are posted 
on values of producing properties in the 
Pacific Coast oil fields, it is believed that 
Tidewater made an unusual buy when it 
purchased Associated Oil. The price, it 
will be remembered, which was paid for 
Associated was $58 a share, or about 
$140,000,000. According to certain authori- 
ties it is now stated that recent develop- 
ments have put a value of considerably 
more than that figure upon a single acre- 
age of the producing lease brought into 
the merger by Associated. This particu- 
lar lease is known as the Ventura Avenue 
Field. The company, we understand, re- 
cently refused an offer of more than $75,- 
000,000 for this property, which early in 
the year was valued at $25,000,000. It is 
now estimated that the property may be 
worth as much as $200,000,000. 


U.S. Cast Iron— 
Rating “B” 

U. S. Cast Iron Pipe has been strong 
and active recently. Reports are current 
that plants are operating at near 100 per 
cent and earnings equal to those of last 
year around $39 a share are now being 
estimated for 1926. 





U. S. Rubber— 
Rating “B” 

In anticipation of unsatisfactory half 
yearly earnings reports, continued low rub- 
ber prices and a possible cut in tire prices, 
U. S. Rubber and other rubber shares have 
been reactionary during the past week. 
However, in view of the drastic decline 
that has taken place in these issues they 
appear to have fairly well discounted all 
of these conditions. Earnings prospects 
for the second half year are much better. 


U. S. Steel— 
Rating “A” 

U. S. Steel reached a record high price 
during the past week as reports from the 
steel industry became increasingly favor- 
able. How soon the stock dividend, which 
is expected to be the next important de- 
velopment in the affairs of the company, 
and which was rather cautiously hinted at 
by Judge Gary at the annual meeting, will 
be paid is, of course, a speculative ques- 
tion. It does not appear probable that 
early action will be taken. 


Ward Baking A— 
Rating “B” 

Recent strength in Ward Baking has 
been ascribed to prospect for lower flour 
prices, which are expected to result in a 
better profit margin during the second 
half year. 


Westinghouse Air Brake— 
Rating “A” 

Westinghouse Air Brake enjoyed a 
rather spectacular advance during the past 
week. The company is receiving an in- 
creasingly large amount of _ business 
through its Union Switch & Signal sub- 
sidiary in the growing railway signal field. 





Railroads 





Baltimore & Ohio— 
Rating “A” 

Directors declared the regular gdividend 
on Baltimore & Ohio when they met the 
past week. May net showed another good 
gain and in the first five months net op- 
erating income was $15,542,000, compared 
with $12,380,000 last year. During the 
past week the road concluded the sale of 
certain property in Washington to the 
government for a cash consideration of 
more than $3,000,000. It also still has its 


(Please turn to page 19) 
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HE averages show that for the past 

| week domestic bonds have declined 
slightly, though this decline has in- 

deed been slight. It is nothing more than 
a seasonal slowing up in demand, which 
always comes at this time of the year, and 
means nothing insofar as the fundamental 
position of the bond market is concerned. 


Foreign bonds have continued strong 
with advances in prices under the stimu- 
lus of recent large flotations at prices ma- 
terially higher than offerings made six 
months ago. 


It may be well at this time to say a 
word to investors in European securities 
in view of very great optimism which, pre- 
vails in this country concerning the imme- 
diate future, especially Central Europe. 
The writer has recently returned from a 
European trip, during which many oppor- 
tunities were had of viewing present con- 
ditions directly, and of interviewing Euro- 
pean bankers concerning the current out- 
look, The French situation, of course, is 
extremely unsatisfactory, but as far as 
Germany is concerned the outlook is more 
clearly defined. The one favorable factor 
in the German situation is the much easier 
money situation, but as far as general 
business, employment and profits are con- 
cerned, the present status is far from good, 
and recovery is bound to be very slow. 
The easing up-of the money situation has 
brought with it an artificial stimulation of 
stock prices which superficially might in- 
dicate better conditions than actually pre- 
vail in Germany. American investors in 
German securities should face facts and 
realize that while one cannot fail to be op- 
timistic over the long-pull situation, that 
as far as the immediate future is con- 
cerned, there is presently a  consider- 
able danger of over-optimism, and that 
considerable care and discretion should be 
exercised in making commitments based 
too largely on immediate prospects. 


The important offerings for the week 
have been the following: 
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By THE BOND EDITOR 


Public Utilities 

$3,500,000—TENNESSEE ELectriIC Power 
CoMPANY lst and refunding 5’s of 

1956 at 98 to yield 5.13 per cent. 
This is the most important utility prop- 
erty in the state, serving Nashville and 
Chatanooga, together with many more 
towns scattered over the state. It includes 
a certain number of traction properties, 
but over four-fifths of net earnings have 
come from the sale of electricity and 86 
per cent of the latter is hydro-electric. The 
property is one whose growth has followed 
pretty much in line with the post-war de- 
velopment of utilities, and much new con- 
struction has been necessary, together with 
considerable financing. The latter has been 
along very sound lines and interest on the 
first and refunding bonds and underlying 
issues is being earned over 2.5 times. The 
call price of 105 is a fair one and the 

bonds constitute a desirable investment. 


$2,000,000—CoLumBus ELectric & Power 
CoMPANY 3-year 5 per cent notes 
due 1929, at 993%, to yield 5.05 per 
cent. 


For those whose special purposes re- 
quire a short-term issue, a note of this 
type constitutes a desirable holding. The 
marketability is, of course, not compar- 
able to that of larger issues on the New 
York board, but the yield is better than 
average, and the security good enough to 
warrant perfect assurance. The property 
is one of the Stone & Webster groups, 
serving the City of Columbus, Ga., and 
about one-quarter of the state. 


$6,000,000—Pusric Service CoMPANY OF 
CoLoraApo debenture 6’s of 1946, at 
99, to yield 6.04 per cent. 


This company, which is a subsidiary of 
the Cities Service Power & Light Com- 
pany, was formed in 1923 as a consolida- 
tion of the Denver Gas & Electric Light 
Co. and the Western Light & Power Com- 
pany. A year later, the Colorado Power 
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Company was acquired and the property, 
in addition to the entire electric business 
of Denver, provides service for a consid- 
erable number of other communities. The 
debt consists of three divisional mortgages, 
all on the Denver property, two issues of 
Public Service Company of Colorado Ist 
and refunding bonds and these debentures, 
which are partly for the purpose of re- 
placing the old 7 per cent issue. Total in- 
terest is covered about twice, the standard 
ratio, the outlook is favorable, and the 
bonds are a good investment for those 
wanting a 6 per cent utility yield. Ap- 
preciation, however, is limited to about 4 
points as the call price is 103. 


$3,800,000—-PENNSYLVANIA Power Com- 
PANY lst 5’s of 1956, at 98, to yield 
5.13 per cent. 


The Penn-Ohio Edison Company has 
segregated its electric properties located 
within the state of Pennsylvania under the 
Pennsylvania Power Company, and _ this 
new issue is a first mortgage thereon. No 
large cities are included in the properties, 
but the territory is highly industrialized 
and of a very substantial character. Net 
earnings through the year ended April 30 
are given as $795,284 as against interest 
$190,000 on these first mortgage bonds. 
This is an excellent ratio and one shown 
by very few issues of equivalent yield. 
The bonds are attractive. The construc- 
tion of a large new power development 
has necessitated frequent financing, which 
has been done, thus far, through short- 
term notes, though upon final completion 
of the construction projects, these will 
probably be consolidated under a_ long- 
term mortgage at 5 per cent. 


Industrials 
$4,000,000—AMeERICAN LA FRANCE FIRE 
ENGINE Co. 5% per cent notes due 
1931, at 9934, to yield 5.55 per cent. 
This is a business that has always been 
characterized by great stability due to the 
(Please turn to page 23) 
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€ Philip Elting 


One of Uncle Sam’s Collectors 


HIS week I talked with a man who 

is executive and active boss of a 

mighty big business whose revenues 
are running at about $400,000,000 a year. 
It’s a monopoly, yet it is a privileged one. 
The watch-dogs of the Attorney General’s 
department in Washington cannot touch 
it. And Secretary Mellon’s job would be 
a tough one, and President Coolidge would 
not be able to brag about a surplus, with- 
out it. 

The boss of this big business is PHILIP 
E.tinc. He is Collector of the Port of 
New York—Collector of Customs, to give 
him his accurate title. 

In the sketches I have written from time 
to time for THE FINANCIAL WorLp I have 
talked about men who direct the activities 
of some of the nation’s largest enterprises. 
I have written about the young man who 
is head of the world’s greatest telephone 
company—Gifford of Tel. & Tel. 

But here is a man who is running a 
business that, in the fiscal year ended June 
30, 1926, piled up revenues in excess of 
320 millions of dollars. 


Mr. Gifford’s business is one that is more 
familiar to us. Most of us drop a few 
nickels into one of the little receivers his 
company provides in convenient places al- 
most every day. The telephone has be- 
come as familiar, and as necessary, to our 
daily lives as the food we eat. We are 
not especially startled when told of the 
gross and net amounts the telephone com- 
pany accumulates in the course of a day’s, 
or month’s or year’s business. We expect 
it to run into big figures. And we have be- 
come more or less familiar with the fact 
that Mr. Gifford’s company is a billion- 
dollar proposition. 


Not being a manufacturer, a wholesaler, 
nor a crusader in the cause of protective 
tariffs, I was considerably impressed when 
Collector E1.t1nc told me that, in the twelve 
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@ Here is a story about a big business chieftan who is 
collecting revenues at the rate of nearly $400,000,000 


a year; 


@ The average man has but the faintest notion about 
what this man and his 3,200 employees are doing; 


@ He is Collector of the Port of New York, and his 
receipts are more than a million dollars a day. 


By 


months ended June 30 of this year, the 
value of imports of merchandise received 
in the Port of New York amounted to 
$2,259,138,573. 

In view of reports to the effect that 
conditions in Europe have been ‘such as to 
upset our foreign trade, it seemed interest- 
ing to know, according to the Collector, 
that the recently closed fiscal year beat the 
preceding one in the value of imports by 
a little matter of nearly 500 millions of 
dollars. 

“But how about the exports?’ I asked. 

“The fiscal year just ended,” he informed 
me, “showed exports valued at $1,700,- 
429,840.” 

We imported, in value, something more 
than $500,000,000 in excess of what we 
exported. 

“How does the latest export figure com- 
pare with that for the previous fiscal 
year?” I inquired. 

“The fiscal year ended June 30, 1925, was 
roughly about $8,000,000 under that for the 
1925-1926 fiscal period,” he told me. 


Cause of Gains 


I sought to get from the Collector some 
idea as to the main causes of the great 
gain in exports. 
mentary knowledge of economics leads to 
the conclusion that, in view of general 
financial conditions abroad, and the tre- 
mendous debt obligations of foreign coun- 
tries to the United States, and also the 
preponderant amount of monetary gold 
held in this country, we must expect mount- 
ing imports. 

But the Collector of the Port is inter- 
ested chiefly in values and the collection 
of duties according to tariff schedules. The 
classification of imports—the comparison, 
for example, of the value and volume 
of woolens imported—is the job of the 
statisticians of the Department of Com- 
merce. Unfortunately, so the Collector in- 


Of course the most rudi- . 





formed me, these classifications and com- 
parisons are made on a monthly basis, and 
the available figures are bulked for the 
country as a whole. The refinement to dis- 
tricts is a big job, and the figures are not 
quickly available. Moreover, the Depart- 
ment of Commerce figures things out on 
the calendar year basis. . 

But Collector ELt1nc drew my attention 
to a few interesting sidelights. For ex- 
ample, in the ten months ended April 30 
last, there were imported into this coun- 
try textiles to the value of approximately 
$419,500,000. That figure is only about 6 
millions in excess of the total for the ten 
months ended April 30, 1925. These fig- 
ures of value relate to dutiable textiles. 

Imports of wood and paper upon which 
duty was collected, in the ten months ended 
April last amounted in value to only slight- 
ly more than in the preceding ten months. 

Anything like a summary of the char- 
acter of imports—a_ classification that 
would show what main groups have been 


_ gaining most—would be impossible at this 


writing. The statisticians of the Depart- 
ment of Commerce will not have those fig- 
ures available for several months. 

But I asked the Collector if he thought 
that the gain in values as stated was the 
result of price changes, or increase in 
volume. He stated that the latter would 
be the case, save in a few specific instances, 
like that of rubber and manufactures. 

However, this writing was intended to 
concern itself largely with presenting a 
sketch of a big busines about which the 
average man knows little, or forgets much. 

Collector Eitinc has 3,200 employees as- 
sisting him in running his business. 

His average daily receipts in the fiscal 
year just closed amounted to more than 
a million dollars a day. 

“The average man should be interested 
in that fact,” opined the Collector. “Our 

(Please turn to page 26) 
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By THE OBSERVER 


The public is 


graphically re- 


Our Hard minded once more by the divi- 
Pressed dend passing of the Cramp Ship- 
Shipping building Company of the distress- 


ful condition American shipping 
has been reduced through Governmental interfer- 
ence in its operations. Where once our ships proud- 
ly sailed the seven seas sometimes weeks now pass be- 
fore one can be seen with Old Glory unfurled at its 
mast head. 


When the elder LaFollette was in the Senate he 
introduced and had passed by Congress a law under 
which American masters could only hire crews on 
a union scale of wages and union hours of work. 
Several years ago Captain Dollar in a carefully 
prepared analysis, produced statistics tc show that 
it cost us fifty per cent more to operate a vessel 
than the next highest cost, which was that of Great 
3ritain. 


Regulating the cost and hour of labor cannot ap- 
ply on the sea for our laws cannot be enforced upon 
our rivals. The LaFollette law has not assisted 
American seamen at all. It is almost banishing em- 
ployment for them on American: vessels and if they 
wish to go to sea they must take out papers on 
boats registered under foreign flags and on the 
terms of the countries they represent. This is 
usually the outcome of legislation in defiance of 
basic economic laws. 


Instead of aiding our shipping we have handed it 
over—lock, stock and barrel—to other countries, and 
have reduced our shipping industry, in which more than 
a billion dollars has been invested, to an impover- 
ished state. There is nothing that Congress has 
done in recent years which so nearly borders on con- 
fiscation. 


Installment buying of merchandise 

Buying is coming in for considerable dis- 

On cussion in trade circles where opin- 

Time ion seems equally divided between 

whether it is being overdone or not. 

That question will remain a debatable one until it 

stands the acid test of adverse industrial conditions 

which so far has not been applied; nor can it be ap- 
plied until there is a considerable decline in wages. 


If wage earners are induced to purchase what they 
want and can get on installment plan this prompting 
is largely the result of their environment. One can 
hardly blame workers for their human desire to live 
like their neighbors if it is at all possible. It is use- 


less to preach to them thrift unless instructors practice 
it themselves. 


Our banks are supposed to be the outstanding ex- 
amples of thrift. Yet, when the wage earner views 
their magnificent structures, built as monuments to 
themselves, involving the outlay of a great deal of 
capital, does he not say to himself, “if this is thrift 
then I have an equal right to acquire within my means 
or my credit similar luxury for my family.” 


It is interesting to note also that notwithstanding 
the criticism of the supposed over extension of install- 
ment buying a recent survey indicates that installment 
contracts outstanding amount to but 5 per cent of our 
annual income. That is a per centum containing no 
ill omen regarding the future. 


Another bit of visible evidence installment buying 
is not over done is the increase in savings deposits 
throughout the country and the expansion in life insur- 
ance, both essentials that show the workers have not 
deserted the essential elements guaranteeing them 
against rainy days. 


Under the aegis of the Stock Ex- 


Growth change the Curb has grown into a 
of the primary market of importance. 
Curb Little did the members dream when 


they operated in Broad Street, and 
were one of the sights of the city for visitors with 
their heads bobbing out of windows and their hands 
composing a sign language of their own in conveying 
their orders to the small mob on the street, that some 
day their membership to the Curb would represent a 
substantial value. 


Only recently a seat on the Curb was sold for 
$33,000. This is in itself a small sized fortune. The 
probabilities are that in a few years to come the priv- 
ilege of being a member of this market will involve an 
expenditure of twice this sum for stock exchange seats 
have reached a price five times as great. 


This complete metamorphosis of the Curb has re- 
sulted in the increased confidence the public reposes 
in it as a market. No longer is it a roofless arab of 
the street. A splendid edifice covers it. The Stock 
Exchange’s support has also influenced largely the 
increased prestige of the smaller exchange. This is an 
asset that the controlling board of the Curb fully rec- 
ognizes and every effort is strained to carry on deal- 
ings and institute reforms that will tend to enlarge 
its prestige and stimulate the introduction of respec- 
table securities though they may not be as seasoned 
as those that find themselves on the big board. 








The Last Half Year 


@ Present prospects indicate a continuation of good business 
but no boom times. The majority of industries are in sound 


position ; 


@ Inventories are not inflated as hand-to-mouth buying still 
dominates trade. Crop outlook leans to increased produc- 
tion which is expected to offset lower prices. 


HAT was said by THE FINANCIAL 
W Wokrtp of the outlook for 1926 at 

the opening of the year that the 
prospect for business for the first six 
months was favorable can now be said of 
half year. 
any struc- 
tural change in the making to lead to any 
other conclusion. 


the prospects for the coming 
There are no signs indicating 


This general observa- 
tion is more or less confirmed by the statis- 
tical data furnished by the June bulletin 
of the Federal Reserve Bank. 

In a striking way this report shows that 
the sharp decline in security prices in 
March was a localized troubie. It aimed 
to correct an inflation in speculation which 
had no relation at all to general business. 
This was the view we expressed at the 
time it happened and pointed out its 
possibility for several months previously. 

With this cause removed the market is 
adjusted to trade conditions and is con- 
fidently reflecting the continuation of nor- 
mal business for the remainder of the year. 

While our imports mostly with Germany 
show a considerable gain and are now in 
excess of exports this is a natural tend- 
ency. Europe is in our debt and the prac- 
ticable way of reducing it is through ship- 
ments of goods since she cannot pay in 
cash. Still, in face of this tendency money 
has become easier, ranging between 4 to 
5 per cent for the first half of the year 
and our ample gold resources promise a 
continuation of this favorable credit sit- 
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uation. Whatever business recession has 
occurred, which was principally confined to 
textiles, steel, leather, lumber, sugar, boots 
and shoes, was more of a seasonal or spe- 
cial character rather than a lessening con- 
sumption, a fact more or less confirmed by 
the increase in mail order, chain and de- 


partment store sales. The spring has been 
backward and the weather conditions un- 
favorable to buying but since then trade 
has picked up. 

We can expect a further easement in 
commodity prices if the present favorable 
crop prospects are realized. It is antici- 
pated that our crops will compare favor- 
ably with those of 1925. This may mean 
lower prices for farmers, but these can be 
effectively offset by the larger crops he 
will have to sell. The same is true of the 
cotton crop. For that matter it is seldom 
that permanent pros- 
perity: it results in inflation, whose after 
effects art more injurious than the initial 
gain. 

The strong position of the railroads is 

(Please turn to page 20) 


scarcity produces 





Steel in Retrospect 


€ The Billion Dollar Corporation that in 1904 was styled 
water logged has come through even beyond the expecta- 
tions of Morgan whose monument it will always be con- 


sidered ; 


€ Its financial progress lends added force to the late wizard 
banker’s aphorism: “If you are not a bull on America you 


will go broke.” 


HEN Steel touched $144 a share 
W the other day, the highest peak in 

the price scale it has reached in 
its history, it turned the thoughts of the 
old-timers to reminiscing. The cheers 
with which the new quotation was received 
meant something more than just a natural 
outburst from the Stock Exchange optim- 
ists on the unusual attainment of their 
stock leader. They saw in this new price 
an omen of continuation in America’s pros- 
perity, for when Steel steadily keeps on 
mounting only public confidence in the 
movement could bring it about as there is 
too much stock for any particular group 
to control its fluctuations. 

Steel’s history would readily lend itself 
to the vision of the romantic writer for it 
is far from a materialistic record. This 
Goliath of fire and flame in just a little 
over a quarter of a century has welded out 
of pig iron and coal more wealth than any 
of our other corporations and in likewise 
which more people shared. It had about 
it in an accentuated degree the real Midas 
touch. The young man who had the faith 
in 1904 paid $800 for 100 United States 
Steel Common did not have to go west 
as Horace Greeley advised to make his 
fortune. He could have remained right 
home and let his investment make it for 
him. 

In 1904 Steel could have been bought for 
as low as $834. This was the lowest 
price the stock ever reached. Now the 
price is over $142 a share. In the inter- 
vening years it has increased in value 
$13254. Without including the dividends 
paid in the 22 years which have inter- 
vened Steel common’s average advance pe 
year was $6 a share. : 

Were we to transmute this enhancement 


in value in the glittering language of the 
visionary promoter it could be said, as a 
matter of fact instead of expressing a 
dream, that the buyer of Steel in 1904, at 
$8 a share, has profited on his investment 
to the extent of 75 per cent per annum. 
Even then the story is only half told. 


The dividends Steel paid during 22 
years, not including several before 1904, 
amounts to $116.50. Adding these dis- 
bursements to the present selling price 
would represent a profit of $249, or on an 
average of $12 per share. That would 
make the percentage return per annum to 
the lucky buyer of Steel at $8 a share 
around 150 per cent. 


A more forceful example of profits ob- 
tainable through the purchase of potential 
values as represented by Steel could not 
be produced. If such examples could be 
properly presented to the masses they 
would accomplish much more in checking 
the loss in fly-by-night promotions, spon- 
sored by irresponsible promoters, than all 
the legislation and vigilant work now con- 
ducted to curb this economic evil. 


The water with which it was charged 
Steel was filled when the late Morgan 
formed the corporation in 1900 was vital- 
ized with potent strength. It required a 
daring mind such as he possessed to vis- 
ualize its future. Steel will always re- 
main as his principal monument to com- 
memorate the abiding faith he had in 
America’s future. In its upbuilding Judge 
Gary had the larger share and when he 
retires from the company as he is ex- 
pected to do soon, and former Governor 
Nathan Miller assumes his responsibility, 
it will be with the knowledge he leaves 
his great structure in able hands. 
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Other Influences 
(Concluded from page 7) 














prompt transportation of goods, the saving 
of time, the elimination of congestion and 
delay, and the balancing of production and 
consumption were economic evils, 

The effect of hand to mouth buying on 
credit conditions is favorable. The fact 
that the merchant does not find it necessary 
to borrow so freely from his banker in 
order to stock up his shelves releases a 
large aggregate of credit which can be 
used for other purposes. 

These things are self-evident, but when 
we come to examine the effects on se- 
curity values there is more room for re- 
flection and debate. The writer’s views, 
boiled down to as few words as possible, 
are as follows: 

Hand to mouth buying will tend to bring 
about a reduction in the profit margin of 
most industrial corporations, especially 
those engaged in manufacturing. It is a 
well-known fact that goods can be pro- 
duced more cheaply when plants are run- 
ning twenty-four hours a day than when 
they are running on short time. The unit 
cost of production decreases in a rather 
surprising manner when plants are run- 
ning on full time. Most of our manufac- 
turing companies have adjusted themselves 
to periods of intensified production, fol- 
lowed by periods of comparative dullness 
or even partial shut-downs. They will have 
to adjust themselves to the new regime 
and it wili take time to do so. This draw- 
back is partially offset by the fact that 
distribution of the work over the entire 
year will keep labor better satisfied and 
will help to hold the working organiza- 
tion together. Labor turn-over occasioned 
by lay-offs or shut-downs is a very ex- 
pensive proposition, 


Favorable Effects 

The effects on railroad corporations are 
favorable. There is nothing the railroad 
officials dislike so much as congestion, and 
anything which occurs to flatten out the 
peaks and valleys is desirable and profit- 
able. Traffic well ‘distributed over the 
year has the same effect on the working 
organization as noted in regard to indus- 
trial companies. The railroads cannot hope 
to be wholly free of seasonal changes, ow- 
ing to the heavy movements of crops in 
certain months, .but, as we have seen, traf- 
fic in merchandise and miscellaneous freight 
represents about 62 per cent of all rail- 
road tonnage and the more equable ‘distri- 
bution of this tonnage over the year will 
be helpful. 

Hand to mouth buying will perhaps re- 
duce the profits of the roads slightly by in- 
creasmg the volume of less than car lot 
shipments, but the latest official figures 
show that this drawback has been more 
than overcome by larger train loads, more 
rapid movements of trains, and improved 
methods. The average car load has not 
increased recently, but neither has it shown 
any perceptible decrease. 

The answer to the final question: What 
are we going to do about it? has already 
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been given. We must adjust ourselves to 
the altered condition. 

Except in the case of some development 
of paramount and far-reaching importance, 
such as the World War, foreign political 
affairs have never had a_ great deal 
of effect on the values of our securities, 
although the sentimental effects on prices 
have occasionally been quite pronounced. 
It is usually the case that the extent to 
which our securities are sentimentally af- 
fected is dependent on the condition of 
our market at the time. If technical con- 
ditions are unsatisfactory and prices at a 
high level, or if there is no domestic news 
which can be exploited, foreign develop- 
ments of an adverse character are accorded 
considerable attention. If, on the other 
hand, technical conditions are sound, and 
we have plenty of local material for dis- 
cussion, comparatively little heed is paid 
to foreign events. For example, the 
3ritish general strike appeared at a time 
when our markets were dull and new 
topics of discussion almost nil. This de- 
velopment was played up vigorously by 
the exponents of lower security prices, but 
it had practically no effect marketwise. 
This was no doubt due to the fact that the 
news of the British general strike came 
just after a cleaning up of weak accounts 
and a heavy reduction of marginal opera- 
tions, as shown by the collateral loans. 
Technical conditions were satisfactory and 
no serious break occurred. 


Politics Out of It 


Domestic politics have never had any 
considerable effect on our security mar- 
kets since 1896. The only reason the 
presidential election of that year caused 
a disturbance was because a great economic 
problem was in the balance—free silver 
and the possible overthrow of the gold 
standard. Unless there is some vital ques- 
tion of national policy at issue neither 
presidential elections nor elections to our 
bi-cameral legislature will have much effect. 
Mr. George H. Hull, who was referred to 
in the previous discussion of new construc- 
tion as having made an exhaustive study 
of the causes of depression, threw politics 
aside as being of little moment, so far as 
the effects on general business or pros- 
perity were concerned. 

One of the most pertinent remarks ever 
made on this subject was recently offered 
by an astute observer of business and 
financial affairs. He said: 

“Political conditions almost never cause 
economic conditions; almost always eco- 
nomic conditions cause political conditions. 
In the overwhelming majority of cases po- 
litical conditions arise out of economic 
conditions. It is very rare for an economic 
condition to be caused by a political con- 
dition.” 

This is all contrary to popular opinion, 
but it is true. As a specific example, take 
the railroad situation. During the last 
twenty years both parties have been in 
office at times, and the radical railroad 
baiters at one time held the balance of 
power. During that period we have heard 
a great deal about the terrible things 
which were béing done or which were 
going to be done to the railroads. With 
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the possible exception of the Adamson law, 
not one bit of destructive railroad legisla- 
tion has been put on the national statute 
books—not one. On the other hand, many 
new railroad laws of a constructive char- 
acter have been erected. True, the rail- 
roads made no money during or immediate- 
ly after the period of Federal control, but 
they were guaranteed net income on the 
basis of the average of the most profitable 
three years they ever had. They did not 
make much money in the year following 
their release from control, but neither did 
anyone else. We were in a period of de- 
pression. 


No doubt some readers will be astonished 
by the statement that the roads have not 
been subject to adverse legislation. So 
much has been said about the decadence of 
the carriers, the prejudice of the Interstate 
Commerce Commission, and so on, that the 
idea is so ingrained in the minds of many 
people that it is almost impossible to dis- 
lodge it. So far as decadence is concerned, 
it is a matter of record that the year be- 
fore we entered the war—1916—was the 
most profitable year in the history of rail- 
roading, and at this writing (July 1926) 
the roads have not oniy largely restored 
their earning capacity, but have managed 
to get into the best physical and financial 
position ever established. 


The opinion also prevails that many in- 
dustrial corporations have been subjected 
to adverse legislation of a pernicious char- 
acter. Granting that some mistakes have 
been made in this direction and that the 
Sherman law is full of flaws, it may be 
pointed out that nothing has been done or 
is now being done against “big business” 
as such. Where consolidation has reached 
the point of virtual monopoly, dissolutions 
have been ordered, as in the cases of the 
Standard Oil and American Tobacco Cor- 
porations. This is as it should be. The 
law does not ask whether or not a mo- 
nopoly will take advantage of its position 
to raise prices or keep them high. It 
simply does not allow it to have the power 
to do so. 
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Whenever our imports of foreign goods 
exceed our exports it is the universal cus- 
tom to speak of an “unfavorable” trade 
balance. This is an unfortunate misnomer. 
An excess of imports may be favorable, or 
at least not unfavorable. Great Britain 
has for many years been a debtor on her 
trade balance, but prior to the war she 
grew richer at a more rapid rate than any 
other nation. She was a holder of enor- 
mous amounts of the income-bearing se- 
curities of other countries and annually re- 
ceived great sums in interest or dividends, 
which she continued to reinvest. She 
furnished the funds for the development 
of other countries, including our own, and 
reaped profits from these operations which 
more than offset her trade debts. 


Position Reversed 


With half the world’s gold in our pos- 
session, and with huge sums coming to us 
annually from the billions we have in- 
vested or loaned abroad, plus the amounts 
due us from foreign governments, we are 
in much the same position now as Great 
Britain was in a decade ago. 


A compilation recently made by the De- 
partment of Commerce shows that at the 
close of 1925 our investors held 5,441,- 
000,000 of foreign securities publicly floated 
in this country. The interest on these 
holdings in 1925 amounted to $270,000,000 
or at the rate of about 5.9 per cent. 


At the end of the calendar year 1925 
the estimated total holdings of foreign in- 
vestments, including government-guaran- 
teed obligations, was $10,405,000,000. In 
regard to the total income on these in- 
vestments, the Bureau says, in part :— 


“The figure of $520,000,000, equivalent to 
5 per cent on the estimated value of for- 
eign investments may be taken as very 
nearly approximating the total amount of 
interest and profits on foreign investments 
during 1925. To this must be added $160,- 
000,000 received by the United States Gov- 
ernment for interest on its loans to Great 
Britain and other countries.” 

In 1923 the total investments abroad 


amounted to $8,105,000,000 in 1924 to $9,- 
230,000,000 and in 1925, as shown, to $10,- 
405,000,000. Therefore we have recently 
been investing abroad over one billion 
dollars a year. 


These calculations are, of course, sub- 
ject to offsets. Our securities are still 
held abroad in considerable amounts, but 
to no such extent as before the war, and 
the interest or dividends paid on these 
issues come out of the profits of industry 
instead of being considered as interest on 
investments. The Bureau does not furnish 
any data as to foreign holdings of our se- 
curities, but does offer an estimate of $165,- 
000,000 paid to foreign-owned industries in 
this country, the amount being much 
larger than in former years because of the 
large profits of the rayon industry. 


These records represent a change in our 
affairs in a few brief years which would 
probably not have been accomplished in a 
century if the war had not occurred. Prior 
to the war our annual payments to Euro- 
peans were estimated at about $500,000,- 
000. What they amount to now we do not 
know, but we do know that the balance 
is heavily in our favor, not only in a 
positive way, as represented by the sums 
received, but in a negative way, as repre- 
sented by the reduction in the sums dis- 
bursed. 


In the period from 1896 to 1914 our 
credit export balance (excess of exports 
over imports) averaged about $488,000,000 
annually. In 1925 the credit balance was 
about $666,000,000. Allowing for the 
higher level of commodity prices it is prob- 
able that the physical volume of export 
excess was somewhat less than the aver- 
age of the pre-war period. It does not 
appear likely that our credit balance will 
be changed into a debit balance at once, but 
it probably will be inside of a few years. 


Buying More Freely 


An increase in our imports will not mean 
a decrease in our exports as a whole. It 
will simply mean that we are buying more 
freely. Some of our enterprises will suffer 
to some extent from foreign competition, 
but others will benefit. For example, we 
may find that Germany will be able to 
supply us with certain electrical machinery 
or that Great Britain will be able to supply 
us with certain kinds of finished cotton 
goods at prices which cannot be met 
here. But Germany must buy the raw 
copper and Great Britain the raw cotton 
in our markets, as we are the only nation 
producing a surplus of these commodities. 


The talk of depression in general busi- 
ness because of foreign competition will 
probably prove to be unwarranted. Some 
lines of manufacturing may have to cut 
down moderately and some workers may 
be released, but these workers will soon 
find employment in other directions. The 
introduction of machinery was quite wide- 
ly looked upon as a disaster which would 
throw men out of work, and machines 
were actually destroyed. But now we have 
machines which do the work of ten, fifty, 
or even a hundred men and the net re- 
sult is that everybody is employed and 
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everybody has more goods at lower prices. 
The talk of foreign “dumping” of goods 
is a vague term. They can dump nothing 
on us except through voluntary bargaining 
and exchange for our own products or a 
portion of our redundant supply of gold, 
which has little value except in exchange 
for goods. We have been ghost-dancing 
about foreign competition for a century. 


The world owes us billions of dollars, 
part of which must be paid in goods. But 
there is no chance that the equilibrium can 
be established or the world’s supply of 
gold redistributed by means of an excess 
of imports. The only way out lies in in- 
vestments by our people in foreign se- 
curities, which, as we have seen, is already 
going on rapidly. The result will be a 
great increase in our national income 
which will permit us to look with equanim- 
ity on such debit balances as may oc- 
cur in our foreign trade, just as Great 
Britain did for many years prior to the 
war. 


Conditions lying within the market itself, 
referred to at the beginning of this article 
as one of the collateral branches calling for 
examination, are of sufficient importance to 
warrant more extensive discussion than 
space permits of this week. These factors 
will be commented on in the FINANCIAL 
Wor tp of July 10. 

Epitor’s Note—Iln the next article of 
this series Mr. Gibson will discuss tech- 
nical and general market influences. 
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stock since its incorporation in 1919. The 
present rate of $1.25 a share has been paid 
since May, 1923. It has been the policy 
of the management in the past to give 
stockholders about 50 cents on each dollar 
of net earnings as dividends, and to use 
the other 50 cents for expansion on the 
theory that this amount could be used with 
greater return in the business and thereby 
react to both the company’s and the stock- 
holders’ benefit in the long run. 


Summing up the two situations it is 
found that territory has considerable to do 
with the prospects for the future. Ex- 
change is operating under the evident 
handicap of exorbitant cost of rental in 
New York City. Generally prosperous con- 
ditions have prompted the New Yorker to 
be critical rather than economical in his 
luncheons. There has arisen severe com- 
petition from the lunch counter of the drug 
store, cafeterias and tea rooms. Waldorf, 
on the other hand, while confronted with 
rental problems, has not nearly the ob- 
stacles to overcome that it would have if 
it were operating in New York City. The 
type of customer is naturally more thrifty, 
if the reputation of the New Englander 
needs no altering, and conditions have not 
been such as to encourage extravagance if 
it were possible. The distribution of stores 
over Massachusetts, New Hampshire, 
Rhode Island, Connecticut, New Jersey, 
Pennsylvania, Ohio and upper New York 
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state gives a wider territory from which 
to draw for business, and equalizes the ef- 
fects of conditions territorially. With pres- 
ent improvement in earnings continuing 
and the retiring of the preferred the posi- 
tion of the common stock of Waldorf is a 
more attractive speculation, based on the 
possibility of price appreciation and im- 
proved dividend payments for the long 
pull. Exchange must show a direct re- 
versal if the present rate is to be main- 
tained and if it cannot the price will be 
affected in proportion. Of the two low- 
priced restaurant stocks Waldorf appears 
to have the greater possibilities and an 
exchange from one to the other carries with 
it the benefits apparent in more satisfac- 
tory earnings, security of the dividend and 
profitable expansion of the business. 
Guenther’s Appraisals gives Waldorf Sys- 
tem an “A” rating and the Exchange Buf- 
fet has recently been changed from B to 
C in view of the small margin earned 
above dividends. 
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Years 
Ended Net Profits 
Dec. 31 Net Sales After Taxes 
1921 $16,283,146 $ 534,042 
1922 20,632,332 957,408 
1923 31,292,239 1,088,893 
1924 39,058,829 1,472,992 
1925 47,450,885 1,569,636 
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Reading rights to sell. A dividend increase 
before the close of the year is a strong 
probability. 


Canadian Pacific— 
Rating “A” 

Strength in Canadian Pacific, which is 
one of the sound investment rails, is doubt- 
less accounted for by remarkable gain in 
net this road has been able to show thus 
far in 1926. In the first five months net 
was $11,131,000, compared with $6,213,000 
last year. ; 

Erie— 
Rating “B” 

Erie and other Van Sweringen stocks 
became quite active during the past week 
in anticipation of more favorable merger 
terms in the new Nickel Plate line up. 
Erie’s earnings promise to show a good 
gain in the coming months. Then, too, 
there are the Erie anthracite properties 
which may be segregated and have an esti- 
mated value upwards of $30,000,000. 

Directors did not announce the ratifica- 
tion of merger terms after their meeting, 
probably awaiting decision in the case of 
Pere Marquette. 


Northern Pacific— 
Rating “A” 

Northern Pacific reported a gain in May 
net of nearly 100 per cent, and for the 
first five months Northern Pacific has re- 
ported net earnings of $5,761,000, compared 
with $4,059,000 in the same period last 
year. 


Pennsylvania— 
Rating “A” 

Pennsylvania Railroad showed another 
good gain in net in May. The road really 
has been making a remarkable showing 
when consideration is given to the large 
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gains in gross with the very small gains in 
transportation expenses. Net in the first 
five months increased by nearly $5,000,000. 


Pere Marquette— 
Rating “A” 
In May Marquette 
further gain in net operating income as 
compared with May a year ago. The new 
terms for the entrance of this road into 
the Nickel Plate merger have not yet been 
They doubtless will be de- 
cidedly more favorable than the former 


Pere showed a 


announced. 


ones. 


Reading— 
Rating “A” 

It was reported during the past week 
that New York Central and Baltimore & 
Ohio have purchased additional shares of 
Reading in equal amounts, which give them 
an absolute majority holding. It is ex- 
pected that satisfactory trackage arrange- 
ments for New York Central will eventu- 
ally be affected, and that in return there- 
fore the road will turn over its Reading 
holdings to Baltimore & Ohio. 


Rock Island— 
Rating “B” 

Rock Island reported a net of $649,000 
in May, 1926, compared with $182,000 in 
1925. June promises a further gain. Be- 
cause of the remarkable change in crop 
conditions in its territory it is now ex- 
pected that Rock Island will earn around 
$7 a share on its common stock in 1926. 
Dividend inauguration on this issue early 
in 1927 looms as a possibility. 


Southern Pacific— 
Rating “A” 

Southern Pacific continued its steady im- 
provement in net in May when gross 
gained 5 per cent and net ‘increased 35 per 
cent. With much larger crops in prospect 
on its Texas lines the outlook for further 
gains in net is bright. 


Southern Railway— 
Rating “A” 

Preferred stockholders of Southern Rail- 
way are giving the company plenty of 
trouble. The first suit tried to set up the 
contention that the dividend thereon was 
cumulative. This has apparently been lost. 
Now a new set of stockholders is trying 
to set up the contention that the preferred 
stock participates with the common stock 
in dividends of more than 5 per cent on 
the common, General counsel of Southern 
Railway takes the position that purchase 
of the stock carried a specific agreement 
that it should pay only a stated dividend. 





Motors 





Chrysler— 
Rating “B” 

With the announcement that Chrysler 
was also to enter the low-priced 4-cylinder 
field, the president of that company states 
that this will round out its line with a 
car for every important buying field in the 
automotive industry. Comparative sales of 


Ford, Chevrolet, the new Willys Overland 
“Whippet” and the new Chrysler car in 
this field, will be one of the interesting 
developments of the second half year. 


General Motors— 
Rating “A” 

If General Motors can earn the same 
profit margin per unit sold in the second 
quarter of 1926 as it did in the first quarter 
it is estimated the company will be able to 
show around $17 a share earned in the 
first six months, which would compare with 
$21 a share in the entire year of 1925. 
The stock came within a fraction of reach- 
ing the high price for all time, established 
last iall, of 14934. 


Hudson Motors— 
Rating “B” 

Hudson Motors reports net of $2.49 a 
share earned on 1,330,000 shares in the 
quarter ended May, compared with $4.52 
in the same quarter last year. Earnings 
show some improvement from the previ- 
ous quarter when they were $2.06 a share. 
The company is producing around 1,000 
cars a day, of which 750 are Essex and 


250 Hudson. 


Willys Overland— 
Rating “C” 

Willys Overland reached a new high 
price during the past week, which coincides 
with the time the new “Whippet” model was 
introduced. Whether Willys Overland is 
endeavoring to follow the example of Stu- 
debaker of some years past when that com- 
pany was aided in the sale of its cars 
through stock market advertising, is, of 
course, not known, but Willys Overland 
stock has become quite popular marketwise. 





All Need It 


I have read your weekly papers and en- 
joyed your service for two or three years 
now. Inasmuch as I am neither a banker 
nor a business men, I have appreciated 
your timely warnings, in the selection of 
stocks and securities, and the help you 
have been to your readers in many ways. 
You are doing a good work, in educating 
people along sound financial lines, and 
many millions need the advice you are 
giving us, 

Cuas. E. HAwKEs. 

“Tell your friends they need it.” 








The Last Half Year 
(Concluded from page 16) 
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emphasized by the expansion of their earn- 
ings in recent months when many. were 
claiming that business was receding. Those 
earnings should further expand because 
the volume of traffic will now be augmented 
by crop movements and the roads have 
been making maintenance outlays earlier 
than usual. 

Taking, by and large, all the available 
factors by which the near course of trade 
can be guaged (including prospects for a 
good rate of new construction) the last 
half of the year presents a favorable out- 
look for business in general. 
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Urges Curb on Trusts 

HEN William J. Donovan, assistant 
to the United States Attorney Gen- 
eral, warned American business to apply 
the economic brakes to “undue combina- 
tions and consolidations,” Wall Street sat 
up and took serious note of the statement 
for it considered the speaker was the echo 
of the administration when he told this to 

the state bankers at their convention. 


Trusts such as Colonel Donovan had in 
mind (in contrast to combinations of a 
non-competitive character) are a merger 
of corporations capable of controlling 
prices. There is such a tendency—but in 
his opinion it grows into an evil when 
this purpose is intended to be accomplished 
at the expense of free competition. 

In his remarks Colonel Donovan touched 
upon a phase of corporate control that the 
Association of American Investors has 
stressed frequently in its efforts to induce 
its members to take a greater personal 
interest in the affairs of their corporations. 
He said “that the tendency toward com- 
binations is encouraged because corpora- 
tions, although owned by the greater per- 


centage of individual stockholders, are 
managed with little knowledge by the 
stockholders.” 


While stockholders are not expected to 
assume a personal interest in the direct 
management of a business they can put 
on the brakes if a merger of their cor- 
poration with another corporation is pro- 
posed, if they suspect it might run afoul 
of the government’s understanding of an 
inimical trust, since the authority to enter 
such a combination must first be obtained 
from the stockholders. 


* * * 


Watch Your Securities 

EGLECT of investors in watching 

the privileges attached to their se- 
curities sometimes proves costly. That 
they are frequently overlooked or entirely 
forgotten is evidenced in what has hap- 
pened to the holders of $2,500,000 first lien 
collateral bonds of the Sinclair Consoli- 
dated Oil Corporation, all of which have 
been called for redemption the end of July. 
All these bonds have attached to them stock 
warrants, or rights giving the holder the 
privilege to buy the company’s stock, per 
warrant for $22.50 a share—this is the 
price around which the stock is selling at. 
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That privilege will expire at the end of 
June. 

It may be that the majority of holders 
do not care to buy the stock because they 
are not desirous of occupying a specula- 
tive position. There may be others who 
would want to do this but have paid no 
attention to this right. The instance is 
merely cited to impress upon the members 
of this association the advisability of in- 
specting frequently the securities in the 
strong boxes, instead of relying on mem- 
ory, which is the poorest boss to trust in 
money matters. 

There is not a large corporation that 
has not on its books stockholders who have 
failed to cash their dividends and bond- 
holders whose coupons remain unclipped. 
Only negligence can explain this failure. 
I know personally of a small corporation 
with only about $16,000 preferred stock 
outstanding that has in its bank nearly 
$300 uncalled, representing dividends it has 
paid. One might wonder how much has 
piled up in the bank in uncollected divi- 
dends with such large corporations as the 
U. S. Steel and American Telephone and 
Telegraph Co. It must be quite a sub- 
stantial amount. 


* * * 


Welcome Investigation 


NSTEAD of employing a brass band 

to herald his investigation of the activ- 
ities of companies marketing real estate 
bonds in order to obtain first hand facts, 
in place of suppositions, that in certain 
instances values are inflated, the able as- 
sistant Deputy Attorney General Keyes 
Winter approaches the task with an open 
mind and with a constructive purpose. 

His attitude has met with favor among 
the representative bond and mortgage con- 
cerns handling New York realty for they 
are equally anxious to provide such safe- 
guards about appraisals and valuations as 
wouldf put at an end such complaints, as 
recurrently arise, alleging the prevalance 
of this practice. 

For this investigation the Legislature 
has voted a special fund of $5,000. The 
Association has all along contended that 
the Appraisals of real estate values in 
which the public is solicited to invest its 
money should assume some standardized 
form if legislation can provide this safe- 
guard. The Deputy Attorney General 
may be in a position to recommend to the 





A BROAD 
BULL MARKET 
AHEAD? 


From early February to late March the stock 
market collapsed, losing 35% of its total advance. 
Since April, however, it has regained 70% of 


that loss. 
WHAT NOW? 


Does this action—at this particular time—indicate 
clearly the completion of liquidation? Is a broad 
bull market ahead? Or, is the present rise purely 
a technical recovery, to be followed by renewed 
liquidation ? 

The answer is given, the entire stock market out- 
look is discussed in a thoroughly unbiased manner, 
Specific recommendations made to take advantage 
of conditions ahead, in a new analysis prepared 
for our clients. A few copies are available for 
distribution, FREE. 


Simply ask for FWJJ-3 

















AMERICAN INSTITUTE OF FINANCE 
141 Milk Street Boston, Mass. 
HATHA 100 Years of Commercial Banking 
CuENiy? CHATHAM PHENIX 
aaa NATIONAL BANK anp 
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TRust co 149 Broadway, Singer Bldg. 
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Ask your Broker for a Free Copy 


THE INVESTOR’S 
POCKET MANUAL 


328 Page Booklet Issued Monthly 


Earnings, dividends, High and Low prices of 
stocks, bonds, cotton, grain, etc., condensed re- 

rts, history of Railroad, Industrial, Public 

tility Co.’s, ete. Furnished FREE by any 
Banker or Broker to investors and traders on 
request OR for 30c latest issue will be mailed 
direct by THE FINANCIAL PRESS, 116 Broad 
St., New York City. 





How Corporation Bonds are 
issued and how every possible 
safeguard is thrownaround them 
for the protection of the invest- 


ing public is interestingly told 
in our booklet, “Bonds of 
American Industries.” 


We would like to send every investor 
a copy, free. 
Ask for AU-2454 
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67 West Monroe Street, Chicago 
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Associated Gas and Electric 
| System 


Founded in 1852 





2% Times Greater Productivity 


The success of a business depends upon the buying 
power of its customers, and buying power depends 
upon production. 


According to the most recent government reports, 
the annual value of the basic products—manufac- 
tures, mines, farm crops, live stock, etc.—is, on the 
average, $15,000,000 per county for the United 
States as a whole. The value of the same products 
per county for the 92 counties served by the Asso- 
ciated System is $38,000,000. 

The production per county served by the 
Associated System, therefore, is over 2' 
times as great as that for the United States 
as a whole. 

This is due to the fertility, the larger population 
and also to the greater per capita production—which 
is 6.6% greater—for the counties served than for 
the country as a whole. 

Greater production leads to greater demand for 
service and indicates the well-established character 
of both residential and power customers. It accounts 
for the steady and substantial growth in electric 
output and points to the possibilities for further 
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development in Associated territory. 
Associated Gas and Electric Company 
Write for our booklet, “Interesting Facts.” 


Associated Gas and Electric Securities Company 


New York 














Why Not Profit 


bull market 1924-25. 


during the bull market even, lost money. 


Group. Every purchase showed a profit. 


group are low. 


reserved for distribution free. 


American Securities Service 








—" This Favored Group 


A certain Favored Group of Stocks advanced persistently during the entire 
Its stocks were profit-makers. 
a weak group, also shipping stocks, coal stocks, textiles. 


The American Securities Service recommended stock after stock in this Favored 


: h l Now—another special report on this Favored 
Group, right up-to-date, is being prepared for our clients. 
This special report points them out. 


Why not profit from this Favored Group? Few extra copies of latest report 
Simply address— 


Suite 1037 Corn Ex. Bank Bldg., New York 


From 








At the same time, sugars were 
Investors in these groups, 


Certain stocks in this 

















legislature some reforms along these lines 
when he has completed his investigation. 

There is no question but that the con- 
servative mortgage banking houses will 
co-operate with Mr. Winter for they fully 
recognize that certain steps will have to 
be taken to root out the mushroom con- 
cerns that the popularity of real estate 


bonds has brought into business. 
* * * 


Be a Missourian 
S I read some of the cock and bull 
stories issued by speculators and pool 
operators to encourage speculation in their 
securities I cannot help but remind the 
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members of our association that a Mis- 
sourian attitude is a wise and protective 
one to assume toward these tales. 

That attitude is, “Show me what there 
is behind the story.” Do not accept it on 
faith. If you do you are likely to regret 
your sublime confidence in the unsponsored 
words. For several years the story has 
repeatedly been spread in connection with 
one of the chemical stocks on the Stock 
Exchange how the earnings from a secret 
process are expanding, and that is the main 
reason why the stock is advancing. It is 
not advancing on its merits—but it is be- 
ing stimulated through pool operations. 


All efforts to trace down the accuracy 
of such reports fails to reveal any trust- 
worthy information. It stands to reason 
if there was anything behind it the cor- 
poration would be quick to impart it to 
stockholders. 

So I say to the members, Act on facts, 
not on supposition, 





Crop Outlook 
>ARLY crop reports are encouraging. 
They show nature is making up rapid- 
ly for the backward spring season. From 
Washington comes the statement from the 
Department of Agriculture that the eleven 
corn-belt states will produce a larger crop 
this year than 1925. Of course, this will 
mean moderate prices but if the farmer can 
sell two bushels where he had only one 
available heretofore his cash and purchas- 
ing power will be better off. If there are 
no unfavorable seasonal turns we can rea- 
sonably anticipate that the country’s agri- 
cultural condition will turn out helpful to 
general trade. 








New York Central 
(Concluded from page 6) 














which prevailed in 1925. Adding thereto 
the additional $6 above calculated we find 
that New York Central will report about 
$20 per share earned for 1926. On this 
basis the stock, which is ten points below 
Atchison, is really cheaper with indicated 
earnings a trifle higher. 

In passing it is interesting to note that 
New York Central carries the Michigan 
Central stock on its books. at about $130 
per share (compared with current quota- 
tions of $200). 

There are some other hidden equities in 
the New York Central situation, the most 
important of which are a 50 per cent in- 
terest in Pittsburgh & Lake Erie (carried 
on its books at $51.85 per share, compared 
with current quotations of $150), and a 
25 per cent interest in Reading, the bulk 
of which is in the voting first and second 
preferred stocks with 197,050 shares of 
common acquired at $27 per share; addi- 
tional common has more recently been ac- 
quired at substantially higher prices so 
that now New York Central and Baltimore 
& Ohio have a clear majority. Eventually 
these holdings will be sold to Baltimore & 
Ohio if present plans go through. In ad- 
dition New York Central made some re- 
markably profitable real estate investments 
in New York City, the value of which and 
the profit on which cannot be calculated. 

In view of the road’s excellent strategic 
position in the eastern trunk line territory, 
its excellent physical condition, its strong 
financial condition, clearly defined earning 
prospects and the favorable relationship 
between the present market price of $130 
per share and indicated earnings of $20 
per share in 1926, the stock can be rated 
as a sound businessman’s investment at cur- 
rent market prices, with every prospect for 
reaching higher levels over an extended 
period of -time as earnings improve and 
interest rates recede, 
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Why Not Make Money 
as Our Part Time 


Representative? 


If you are a typical 
reader of THE FINANCIAL 
WORLD you are an enthu- 
siastic believer in its great 
value to every investor. 


For this reason you can 
readily appreciate that you 
are doing a real favor to 
every person whose sub- 
scription you secure for 
THE FINANCIAL WORLD. 


Do you realize that 
many of our subscribers 
are earning a tidy sum each 
month without interrup- 
tion of their regular work, 
simply by telling people 
who need ‘THE FINANCIAL 
WORLD how valuable it is 
to any investor? 


Some of our representa- 
tives find it profitable not 
only to solicit their friends 
but also to call upon cus- 
tomers in brokerage houses 
as well as on bank officials, 
business men, etc. Our new 
credit plan makes this plan 
possible. 


No matter how little 
time you have to spare for 
this pleasant and profitable 
work, it is worth your 
while to write us without 
delay for our liberal terms 
to part time representa- 
tives. 


Mail This Coupon Today 


THE FINANCIAL WORLD 
53 Park Place, N. Y. C. 


Please send me without obligation 
of any kind your commission rates for 
securing new and renewal subscrip- 
tions for THE FINANCIAL WorLD. 
Also let me know about your credit 
plan and any information about your 
proposition that may be of interest. 


Name 





Address 
“~~ 
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Bond Market 
(Concluded from page 13) 
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fact that its sales have been made almost 
entirely to cities and municipalities. Dur- 
ing 1920-1921, no effect was felt from pre- 
vailing conditions. Lately, however, the 
company has entered the commercial truck 
field and to a partial extent is facing dif- 
ferent conditions. The earnings from the 
fire equipment business alone have, how- 
ever been sufficient to sustain a large mar- 
gin of safety over interest and under pres- 
ent conditions the notes are well protected, 
with stock equity of nearly 21%4 times the 
present indebtedness. 


$4,000,000—A MERICAN SEATING Corp. ten- 
year, 6 per cent conv. gold notes 
1936, at 9914, to yield 6.05 per cent. 
Following the war, this company (The 
American Seating Co.) had a very dif- 
ficult period, but it has gradually bettered 
its position until it is now in excellent 
shape, the last three years having been re- 
markably favorable. The business con- 
sists solely of the manufacture of seating 
equipment for theatres, churches, schools, 
etc., and should be comparatively stable. 
The recapitalization leaves the new com- 
pany with $4,000,000 bonds, 80,000 shares 
of preferred and 120,000 shares of com- 
mon, which is much greater than formerly, 
but is adequately supported by earnings of 
recent years. In 1925, net was 5.6 times 
interest charges. The notes are con- 
vertible into the common stock at 50, and 
if the expansion of earnings can be con- 
tinued, this feature may prove of consider- 
able importance. 


Foreign 


$50,000,000—Unitep Steet Works Corp. 
614’s of 1951, at 96, to yield 6.80 per 
cent. 

This is the long-expected financing rep- 
resenting the recently formed German steel 
combine, which will be the largest indus- 
trial unit in Europe and second only to 
U..S. Steel as a world producer. It is 
formed of the Rheinelbe, Thyssen, Phoenix 
and Rheinstahl companies, with fixed assets 
appraised at $537,671,800, against which 
underlying bonds to the amount of $70,- 
600,000 are outstanding. Bonds under this 
mortgage are authorized to the amount of 
$105,000,000 and it is expected that a 
further large block will be sold in Ger- 
many. Earnings, which are only estimated, 
are given as $28,311,358 as an average for 
the 1927-1931 period, or about 3 times in- 
terest on this series of bonds. They carry 
non-detachable warrants entitling the pur- 
chase of 1,000 Reichsmarks of common 
stock per each $1,000 bond at 125 per cent 
of par, which may ultimately prove inter- 
esting as in the case of the Rheinelbe 
bonds. Because of the inclusion of this 
feature the issue has been sold on a some- 
what lower yield basis than the majority 
of equally secured German issues. 





Now Ready for 


The Individual Investor 
The Corporate Investor 


Our July 
Investment List 


containing a wide selection of issues 
yielding trom 


3.90% to 7.85% 


Certain well chosen securities 
are described briefly to help 
the individual select those 
which are attractive from his 
particular standpoint. 


Send for Investment List G 
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STOCKS 


Carried on conservative margin 


H. F. McCONNELL & CO 


Members New York Stock Exchange 
(Established 1908) 
150 B’way, N. Y. el, Rector 2100 























/ Oil Stocks 


Their Position Now 


Many investors have con- 
cluded that oil stocks will 
now participate in che upward 
movement that has been re- 
sumed by rails and industrials 
since March. 

Is this correct? Do the oils offer 
a good purchase now or 
should you leave them alone? 
In our current bulletin is a 
complete summary of che 


a, 


situation; position of rails and 
industrials is discussed. Defi- 
nite advice as co che proper 
course to follow is given. 
Future of oil|stocks isanalyzed. 
The coupon will bring a 
| complimentary copy. Mail it 
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Are you building 
a balanced 


bond structure? 
DN you applying the 7 funda- 
mental BASICS of Invest- 
ment to balance your hold- 
ings? Do you know how 
the 7 Basics can be applied 
to increase the safety, use- 
fulness and earning power 
of your account? 


Our book, DIVERSIFICATION 
AND VIGILANCE, 
these questions. 

“you upon request. 


answers 
Mailed to 





A. B. Leach & Co., Inc. 


62 Cedar St. New York 
105 S. LaSalle St. Chicago 
Boston Philadelphia Cleveland 














Changed Market 


conditions afford new investment op- 
portunities for you. 


We execute orders for small or “odd 
lots’ with the same care as large 
orders. 


Helpful booklet on 


investments sent free 


Ask for Booklet K 
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Members New York Stock Exchange 


52 Broadway, New York 
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We Recommend 


Southwestern 


Power & Light Co. 
First Lien 5% Bonds 
Due 1943 


Price to Yield 
about 5.20% 


Circular upon request 


Mc DONNELL & (o. 
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$7,500,000—ProvincE oF QuEBEC 4%’s of 
1956, at 983, to yield 4.60 per cent. 

This province enjoys the best credit of 
any in Canada, and the great improvement 
in conditions in the Dominion is reflected 
by the low-yield basis of this issue. The 
bonds are interesting only to a limited num- 
ber of private investors, but needless to 
say, are of the highest investment standing. 


$6,000,C00—ProviNceE oF BriTIsH COLUMBIA 
SERIAL 4% per cent, 1927-1956, to 
yield 4.80 per cent. 


British Columbia’s credit is slightly be- 
low that of Quebec but again its obliga- 
tions are in an unquestionable investment 
position. 


$15,000,000—Saxon Pusiic Works, INc., 
geueral and refunding 6%’s of 1951, 
at 914, to yield 7.24 per cent. 


This is a state-controlled public utility, 
operating extensive electric facilities 
throughout Saxony. The latter state un- 
conditionally guarantees the issue, both as 
to principal and interest, though the com- 
pany, in its own right, is earning interest 
on these and the 7 per cent, the underlying 
issue, and Dawes Plan charges practically 
twice. The bonds which are callable at 
100 can be regarded as a good investment. 








What Are Prospects? 
(Concluded from page 11) 
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which point to a continuation of that pros- 
perity, let us examine the situation pre- 
sented by a road whose stock is selling at 
approximately the same level as Biscuit 
to afford us a contrast. 


The Southern Pacific Company is one 
of the earliest of holding companies, hav- 
ing been incorporated in 1884 to hold se- 
curities, maintain and operate railroads and 
other properties. Its rail and other prop- 
erties are controlled through stock owner- 
ship and long term leases, and are now 
in excellent physical condition. The com- 
pany’s lines form a complete connecting 
link from Portland, Oregon, via San Fran- 
cisco to Los Angeles and thence easterly 
to the ports of Galveston and New Or- 
leans. The latter ports are connected by 
steamship lines with New York. The sys- 
tem serves a section of the country great 
in potential growth. 

Freight traffic is exceptionally well di- 
versified, as a result of which the road 
does not depend upon any particular com- 
modity for its business. Revenue freight 
tonnage has increased about 75 per cent in 
the past ten years, almost three-quarters 
of the total originating along its own lines. 
A direct route to Mexico City by way of 
the National Railways of Mexico is now 
under construction, and upon its comple- 
tion will afford an outlet for agricultural 
and food products destined for Mexico 
City as well as for Mexican products 
eagerly sought for in American markets. 


Revenue freight density is high, a good 
increase being shown in the last ten years. 
That operating economies are now being 
put into operation is evidenced by the fact 
that for the first five months of the present 
year an increase of but $1,906,989 in gross 
revenues, as compared to the same period 
a year ago has resulted in an increase of 
$3,522,382 in net operating income. In 
this connection it is important to note that 
the first half of the year normally consti- 
tutes the period of lowest revenues for the 
system. Unlike most other roads, in the 
period between 1915 and 1924, interest on 
funded debt decreased in every year. 


Southern Pacific has very valuable -prop- 
erties carried in the investment account of 
its balance sheet. When the Pacific Oil 
properties were segregated in 1921 valuable 
subscription rights were sold to the share- 
holders of Southern Pacific at $15 per 
share. In 1926 the stock of the Pacific 
Oil Company touched 83 on the New York 
Stock Exchange. 

Among the investments now carried in 
the balance sheet at $634,669,060 are stocks 
of oil, land, terminal, hotel, railroad, car 
line and other properties having a par value 
of over $750,000,000. On the company’s 
balance sheet valuation this amounts to an 
investment equity behind each share of 
Southern Pacific stock of over $170. In 
1925, income on investments amounted to 
$2.40 per share, or 40 per cent of the 
dividend payment. 

Southern Pacific’s capitalization is con- 
servative and funded debt is about one and 
one-half times the total outstanding capital 
stock. Recent expansion in Oregon and 
Arizona may result in some stock finan- 
cing for which purpose it would be logical 
to expect an increase in the current divi- 
dend rate to $7 a share. Net tangible as- 
sets applicable to stock amounts to $210 
per share. Average earnings for the past 
ten years have been well over $10 per 
share, and for 1925 $9.58 per share was 
Consequently the present $6 divi- 
dend rate could easily be increased on pres- 
ent earnings, and with profits now on the 
up-grade the situation presents 
favorable possibilities. 


shown. 


very 


In Southern Pacific’s report to the In- 
terstate Commerce Commission for the 
purpose of determining the extent of 1924 
excess earnings, the company claimed a 
valuation of $1,261,971,722 on its property, 
the actual return on that valuation being 
$47,964,505, or 3.80 per cent. The fair re- 
turn allowed by the transportation act is 
6 per cent and weuld indicate necessary 
earnings of $75,718,000. This presents a 
favorable aspect in regard to rate investi- 
gations and also allows the company the 
opportunity of ebtaining greater earnings, 
which seems most probable, without criti- 
cism or interference 
quarters, 


from legislative 

From the facts herein set forth it is 
obvious that Southern Pacific, as com- 
pared to National Biscuit at present levels, 
is on a much more favorable investment 
basis as regards earnings, yield and future 
prospects. 
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Steam Invbine 


251,000H.P. 2 * 


188,250 K,. V. A. * 4 
Total weight 2,810,000 Ibs. 


160,000 K. W. 
at 285 P. F.? 


To be built for the Hell Gate Station of The New 
York Edison-United Company System. To generate 
electrical energy for Greater New York 


The United Electric Light & Power Company has 
bought for the Hell Gate Station of the New York 
Edison-United Company System (located at 134th 
Street and East River, New York City) the largest 
steam turbine ever constructed. This turbine will 
be built by American Brown Boveri Electric Cor- 


poration. 


The effect of this development is so far-reaching 


that it creates a new standard in the economic pro- 
duction of electric power. 


This electric generating unit sets an entirely new 
ratio between equipment cost and land and build- 
ing costs.for power plants of American utilities. 

The maximum electric power which will be genera- 
ted by this turbine is twice that being generated 


165 Broadway, New York 





AMERICAN BROWN BOVERI ELECTRIC. CORPORATION 


by the largest existing steam turbine and four times 
that of the largest water wheel generator. 


It will produce nearly twice as much power as is 
generated from the flow of the Mississippi River 
at any one point; its power would be sufficient to 


operate the entire system of one of the great rail- - 


roads of New England: or carry the entire street 
lighting and in addition three-quarters of the home 
lighting requirements of Greater New York. 


The New York Edison-United Company System has 
always been recognized among the most progressive 
of America’s electrical companies.. Its management 
has faced and met the electrical problems. created 
by the growth of New York City, by the use of 
engineering talent of resource and vision. 





‘Camden, New Jersey 


AMERICAN BROWN BOVE 


Largest 
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10 SHARES 


and upwards 


can be purchased through us for 
cash or on a conservative marginal 
basis. 


The many advantages Odd Lot 
trading offers to both the large 
and small investor are outlined 
in an interesting booklet. 


Copy furnished on request 


Ask for F. W.-260 


100 Share Lots 


Curb Securities Bought or Sold for Cash 


John Muir & (. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Associate Members 
New York Curb Market 


61 Broadway New York 




















SOUND BONDS 


Yielding 6% to 614%4% 


Send for Booklet “F”’ 


PWBrovks & Co. 


§INCOR PORATED 
Established 1907 
115 Broadway 
New York 


60 State St. 
Boston 
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Market Action 


over the riext 


Fortnight 





Our bulletin contains a 
summary of what may be: 
expected of stocks durinz 
the coming two weeks. 


At the present time, 
when the market may be 
at a turning point, it will 
be to your advantage to 
read this summary con- 
tained in our current 
market digest. 


Copies sent FREE 


Ti LMAahiS urveY 
Nottingham Bldg., D26, Boston, Mass. 
Piease send free Survey offered abov 
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Smith’s Generous Act 
NSTEAD of accepting his fixed com- 
pensation of $100,000, covering two 

year’s work, Jeremiah Smith, the American 
economist, in charge of the reorganization 
of Hungary’s finances gave it back to the 
Hungarian people. “Your poor need it 
more than I do. Give it to charity,” he said 
in handing his check to Count Bethlen, 
the Prime minister. 


By this display of impulsive generosity 
Smith has endeared himself and the coun- 
try and people he represents to the Hun- 
garian nation and has also. effectively 
silenced those captious criptics abroad 
whose small nature envy America’s pros- 
perity, without realizing as a nation it does 
more than any other country in sharing 
it with the rest of the world. 








Boss of the Port 
(Concluded from page 14) 




















average daily receipts in the last fiscal 
period gained about $51,000: over the daily 
average in the immediately preceding fiscal 
period. And we are doing a bigger busi- 
ness now than ever before.” 

The Collector then suggested that the 
average man, were those revenues not 
forthcoming, would be interested enough, 
His income tax payments would pinch so 
that he could not disregard the fact that 
revenues in the shape of custom duties 
were not making his tax burden lighter. 

Being a natural free trader, I had a 
natural impulse to argue. Then, remem- 
bering how income taxes have been re- 
duced, I was inspired to let well enough 
alone. 

Oh, yes, Mr. ELtinc’s office took in 
nearly 400 million dollars in the recent 
fiscal year in the form of duties collected 
on merchandise and miscellaneous items. 


During the course of our chat, some- 
thing was said about plant. I learned 
(confessing that the fact had not pre- 
viously been impressed on my mind) that 
the port of New York has a waterfront 
which, if it were stretched out in a straight 
line, would reach from New York City 
to somewhere around Detroit, Michigan. 
The waterfront measures 771 miles. 


The port, according to Mr. ELrtrIne, 
does 56 per cent of the nation’s customs 
business. 


Something like 75,000,000 tons of freight 
move annually in or out of the port by 
rail, and about 40,000,000 tons move by 
steamship, 


About 10,000 vessels enter and clear the 
port annually in foreign and coastwise 
commerce. And, were one to embark upon 
a tour of the port, it would require a 
speedy boat to make the trip in two days’ 
time, giving only a superficial examination. 


Were one to employ a ten-knot vessel to 
explore bays and inlets and all of the 
waterways making up the Port of New 
York, the job of exploration could be 
accomplished in about eight days. In 
other ways, it would require longer than 
a journey across the Atlantic. 

Collector Extinc has to keep in touch 
with what is going on in every part of 
that 771 miles of waterfront. That is one 
of the reasons why his department has 
3,200 employees. 

I asked him about attempts of passeng- 
ers entering the port from abroad to bring 
in goods upon which they should pay duty 
to Uncle Sam, but which they fail to de- 
clare. 

“We expect always to have more or 
less trouble on that score,” said the Col- 
lector. “Even those who pay duty with- 
out complaint nurse inward objection. 
However, were they required’ to pay in- 
come taxes to make up for lack of rev- 
enues from customs duties, they would 
appreciate just how little burden is the 
per cent of duty required.” 

The other day, so the Collector informed 
me, a lawyer called on him and made pay- 
ment of $1,000 in behalf of an unnamed 
client whose conscience had been a source 
of trouble for a long time. The client had 
succeeded in evading payment of duty but 
no longer could bear the strain of conceal- 
ment. 

The total gross income of American Tel. 
& Tel. last year was close to $180,500,000. 
Tom, Dick and Harry, provided they in- 
terest themselves in such figures, think 
that represents a tremendous business. 
But they never pause to think about the 
fact that a department of their own busi- 
ness—the office of the Collector of Cus- 
toms for District Number 10, which is the 
Port of New York—in its recent fiscal 
year piled up gross revenues of nearly 400 
million dollars. And those revenues have 
helped to make personal income tax pay- 
ments for the rank and file comparatively 
light. 
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Graham Rice Evinces Elation 

UDGING from his most recent issue of 

the Wall Street Iconoclast, George 
Graham Rice has drawn first blood from 
his erstwhile adversary, Jarvis, of Boston, 
and is crowing over it gustily. The 
Iconoclast states that the reorganization of 
Idaho Copper has gone through with a 
bang and through this neat scheme $600,- 
000 in additional cash has been raised. 
Now the Idaho Copper Co. takes its place 
among the smaller important copper com- 
panies. All of this is buncombe, as any 
person readily knows who has seen the 
property in its incipient stages of develop- 
ment. Rice is the best hyperbolist among 
the get-rich-quick promoters. A dope 
fiend could not exaggerate more. Just as 
in the case of Emma Copper Co. and his 
numerous Nevada mining promotions it 
will be Rice who will have reason to ex- 
press elation, all the remaining stockhold- 
ers will later on nurse their woes. 
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State of Credit 
(Concluded from page 5) 
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holdings at the beginning of 1926, when 
many speculators were selling and going 
short. The only conclusion that can be 
drawn from these figures is that those 
who should be best posted (the banks) 
have confidence in the present investment 
outlook. Those who sold their stocks and 
bonds because they believed a business de- 
cline would set in have not fared so well. 


Now let us look at the “other loans and 
discounts” which represent largely com- 
mercial loans. We find that the expansion 
in this item compared with a year ago is 
greater out of town than in New York. 
The total of both was $8,008,000,000 a year 
ago, compared with $8,539,000,000 now. 
This gain is 6.7 per cent. If we accept 
railroad freight car loadings as a fair 
measure of business activity this expan- 
sion in commercial loans is about the same 
as the expansion in business compared with 
a year ago and does not appear excessive. 
This same expansion in commercial loans 
has been used as the foundation for the 
argument that production has been exceed- 
ing consumption and that inventories have 
piled up. There unquestionably has been 
some increase in inventories of certain 
lines, but, according to the Department of 
Commerce, this increase is confined to food 
stuffs. Why any manufacturer should in- 
crease inventories unduly in view of the 
outlook for commodity prices and the im- 
provement in transportation is hard to see. 
It is my judgment that the inventory sit- 
uation for the country as a whole is the 
soundest it has ever been. In other words 
that during this hand-to-mouth buying era 
production is well balanced against con- 
sumption. It is the latter that is the con- 
trolling factor and reports of retail sales, 
car loadings and bank clearing all indicate 
a higher rate of consumption than a year 
ago, 

Summing up a careful study of the 
present credit situation can lead to no other 
conclusion than that it is highly satisfac- 
tory and promises to continue so. There is 
no evidence of other than secular growth 
in the figures on the chart and no evidence 
of over-production of goods which some 
observers have been relying upon to bring 
about an important reaction in business, 
There is every evidence, broadly speaking, 
that conditions are fundamentally sound 
and promise to continue so. 
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Brains Come First 


CCORDING to the Wall Street Jour- 

nal, Arnold Constable & Co., one of 

New York’s oldest dry goods houses, which 
has been sort of aimlessly floundering about 
the last few years, will show considerable 
gain in business for the first six months. 
To the stockholders even more encourag- 
ing will be the further admission of this 
publication that the business is now on a 
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Engineers Public 


Gross Earnings ........ iain 
Operating Expenses, Mainte- 
nance and Taxes......... 


and Subsidiaries 


12 Mos. Ended 
Feb. 28, 1926 


$23,108,937 
14,298,134 


Service Company 


12 Mos. Ended 
April 30, 1926 


$23,462,478 
14,335,518 


Increase 


$353,541 
37,384 





Net Earnings ........ 
Balance to reserves and to 
Engineers Public Service 
Company a peeaee anne 
Dividend requirement of 
Engineers Public Service 
Company $7 Dividend Pre- 
ferred Stock ...cccscscece 


eeees 


$ 8,810,803 


4,385,168 


$ 9,126,960 $316,157 


4,735,651 350,483 


errr 1,910,671 eocee 





BOSTON 





We offer and recommend 


Engineers Public Service Company 
$7 Dividend Preferred Stock 
At market, to yield about 7.50% 


Complete Information Furnished on Request 


STONE & WEBSTER 


Incorporated 


120 Broadway, New York 
Telephone Rector 6020 


CHICAGO 























CAPITAL 
SURPLUS 
UNDIVIDED PROFITS 


JULIAN P. FAIRCHILD, President. 
WILLIAM J. WASON, Jr., Vice-President. 
HOWARD D. JOOST, Vice-President. 
J. NORMAN CARPENTER, Vice-President. 


RESOURCES 
Cash: on Hand. «............ pasthaneesecawouensnee 2,511,150.01 
Cash in Banks ......... AL Gir Cea eR OD 4,930,449.57 
Mee Tok Cle Beads ........:....0-.. 1,346,310.00 
Short Term Investments ...................... 798,669.46 
Other Bonds and Stocks ..................... 6,408,663.15 
Bonds and Mortgages .....-..........----... 1,446,900.00 
Loans on Collateral, Demand and Time....20,543,111.07 


Bills Purchased 
MR INE oor cae ceseccncatsl esi nincosceuss 
Interest and Commissions Accrued 





210,000.00 
251,612.76 


$40,496,325.69 





KINGS COUNTY TRUST COMPANY 


BOROUGH OF BROOKLYN 
342, 344 and 346 FULTON STREET 


IPRA PET Cee RE $ 500,000.00 


OFFICERS 


STATEMENT 
At the Close of Business of June 30th, 1926 


4,500,000.00 
445,000.00 


THOMAS BLAKE, Secretary. 

ALBET I. TABOR, Asst. Secretary 
CLARENCE E. TOBIAS, Asst. Secretary. 
ALBERT E. ECKERSON, Auditor. 


LIABILITIES 
I cigs i a cena $500,000.00 
NEE AT EE EOE IEE 4,500,000.00 
Undivided Profits (met)  -..................+-- 445,988.60 
i oc cceercaetcnasnaterel 34,621,571.96 
ne a Ee sae learn so eee 187,358.74 
Rebate on Loans and Bills Purchased.... 17,716.83 
Taxes and Expenses Accrued ................ 134,410.00 
Officers’ Checks Outstanding ................ 89,279.56 


$40,496,325.69 








profitable basis despite the unfavorable 
spring weather. They have been waiting 
for this day for some time. What has 
brought about this transformation was 
brains. Opportunity, location, large cash 
resources are meaningless to any business 
unless it has at its head pilots who can get 
the best results out of them. Labor is al- 
ways plentiful, but bankers will say the 
difficult thing is to find the brains to run 
businesses successfully and that is why 
among the assets of a business they are 
rated first. 


A Profitable Switch 


A representative of the 
Magazine has been in this district (Lan- 
caster County) trying to get new sub- 
scribers and old ones to subscribe, but I 
think from what I hear he is getting a 
cool reception, as quite a number of people 
have been caught in their recommendations. 
I know a number of them have switched 
to your magazine the past year on my rec- 
ommendations. 
M. L. Swope. 
“Tell your friends they need it.” 
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b lected ; 
Gel BONDS | 


lst Mortgage Real Estate, Rails, | 


Public Utility, Industrial, Foreign 
Experience is a vital factor in 

purchasing bonds. The same judg- 

ment and conservatism that have 


marked the success of this organiza- 
tion and its predecessors in the Real 
Estate field is now being taken ad- 
vantage of by investors desirous of 
purchasing Industrial, R. R., Foreign 
or Public Utility Bonds. 


Fred’k Southack & | 
Alwyn Ball, Jr., Inc. | 





Successors’ Bus. Established 1882 
11 Broapway New York | 
BowLinc GREEN 1410 














GEORGE M.FoRMAN 
& COMPANY’ 


Investment Bonds Since 1885 


6 to 614% 
FIRST MORTGAGE 
REAL ESTATE BONDS 


soundly secured 


112 West Adams St., Chicago 
100 E. 42nd St., New York 


Pittsburgh Minneapolis 
| Springfield, Ill. 


Des Moines 
Peoria, Ill. 


r. < HERALD 


New England’s 


Real 
Financial 
y, Medium 
BIG BUSINESS OPPORTUNITY 


$400 MACHINE EARNED $5010 IN ONE 
year; $240 machine $1448; $160 machine 
$2160. Many St. Louis machines earned 
annually $4000. One man placed 300. 
Responsible company offers exclusive ad- 
vertising proposition. Unlimited possibilities. 
Protected territory. $1000 to $3000 invest- 
ment. Experience unnecessary. 


NATIONAL KEI-LAC COMPANY 


322 N. 19th St. St. Louis, Mo. 


OIL ROYALTIES 


For Investment or Speculation 


JAMES WOODROW 
Commercial National Bank Building 
INDEPENDENCE, KANSAS 
ROYALTIES—LEASES—APPRAISALS 
























































INVESTMENTS 


The recognized quality of any investment 
security is reflected in the interest rate it 
carries. That is true of Stocks, Bonds, 
Mortgages and other investments. A high- 
grade security does not promise a fabu- 
lous—or even outstanding—return. If you 
will sign your name and address below and 
return to us, you will receive without any 
obligation list “I” of high-grade, old time, 
conservatively placed First Farm Mort- 
gages from the best hard wheat sections 
in the United States. 


Name 
HPD: sensccesestvcnsdniesebieceseecs 


E. J. LANDER & CO. 


Investment Securities 
Grand Forks, N. D. Established 1883 
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RADUALLY the users of capital 
(5° the newer parts of the country 

are realizing that there is little 
economic value in trying to mulct the in- 
vestor and that in the end the borrower 
pays for the folly. This was the experience 
of when a few years ago it 
adopted a constitutional amendment that 
proposed to make the mortgagee pay the 
portion of the taxes on real property rep- 
resented by his mortgage. It was thought 
to be a happy solution of the borrower’s 
troubles and he rejoiced in the reduction of 
his tax valuation by the amount of his 
mortgage. _But when he renewed his mort- 
gage and when mortgages were written 
he found that the rate had increased to 
take up the extra charge for taxes—and 
usually plenty was allowed to be sure of 
safety. So the state reversed its opinion 
and repealed the amendment and put Mis- 
souri again in the list of low states. 
Indeed it is one of the most favorable 
states for the investor in real estate mort- 
gages because it operates under a trust 
deed law by which in case of ‘default there 
is possession of the property almost im- 
mediately, usually thirty days being sufh- 
cient to take over the land or lots and es- 
tablish the mortgagee’s claim without any 
resumption of the former ownership. The 
result is that money rates for real estate 
loans are low and the investor is satisfied 
that he has a fair chance at the repay- 
ment of his principal and overdue inter- 
est if the borrower default. And that is 
what brings the investor into a frame of 
mind which leads him to place his money 
at a moderate rate of interest—the surer 
the collection the lower the rate is a very 
good principle to be applied. 


Missouri 


Kansas’ Costly Statute 


Compared with Missouri, its’ neighbor, 
Kansas clings to an old statute that is 
about as badly planned as possible for the 
inducement of capital for investment on 
real estate security. That state was in 
the beginning much exercised over the 
rights of the settlers and put into its con- 
stitution the “homestead act” which ex- 
empts from seizure for debt any real es- 
state on which the debtor lives, farm or 
city property, up to 160 acres. It may be 
worth a quarter million dollars and he may 
have debts right and left but if he and his 
family make it their home it cannot be 
touched by any debtor:or for any obliga- 
tion except taxes. The consequence is that 
the shrewd speculator keeps his home prop- 
erty clear, for of course it can be mort- 
gaged if both husband and wife sign the 


papers, and if things go wrong he laughs. 


: REAL ESTATE SECURITIES 4 
LA ; BY C.M.HARGER 


Baiting the Investor 
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at his debtors. Of course this was a great 
helpfulness in the early days and its in- 
tention was good. It is held up by many 
as the most beneficial of laws and ‘does 
give a certain security to the family. 


Populists Had an Idea 

But along in the eighties there came a 
great immigration to the state and follow- 
ing that in the next decade the collapse of 
the boom and the lowest prices for prod- 
ucts the west ever knew. Out of the de- 
bacle came the agrarian uprising known as 
Populism, a farmer movement engineered 
by whiskered statesmen and town orators 
who took charge of the state government 
and wrote on the books some weird laws. 
One of these was intended to aid the mort- 
gaged farmer. Thousands of farms had 
been mortgaged to eastern concerns and 
the deflation in the value of products was 
making foreclosures exceedingly numerous. 
The legislature saw a way to help. In 
1872 when things were normal there had 
been written into the statutes a fine piece 
of legislation. It was a mortgage fore- 
closure law that gave the debtor six 
months in which to redeem his property 
by paying the debt, interest and costs, and 
it also gave the court the right to de- 
termine if the six months should be al- 
lowed and to appoint a receiver if the 
debtor did not show inclination to pre- 
serve the property. The procedure was in- 
tended to save the property from deprecia- 
tion and the law was fair to all parties. 
Under it there had been satisfaction on 
both sides. 


A Plan That Failed 


The Populists repealed this law and 
provided in a new statute that the debtor 
should have eighteen months for redemp- 
tion during which time he had possession 
and power to do with it as he pleased. He 
could by the usual court delays stave off 
moving for two years, during which time 
he was free of interest, taxes and re- 
pairs—though under a new law he must 
pay these if he redeems. The intention was 
that this law should apply to all the fore- 
closures in prospect on old mortgages and 
thus to aid the oppressed who welcome it 
as gift from on high. The supreme court 
decided that it did not apply to mortgages 
in existence, thereby raising a great up- 
roar and the political confusion of the 
time soon made a change in the court. The 
new court was more in sympathy with the 
debtors and it reversed the opinion and glee 
again was apparent over the state. But 
the case was carried to the United States 
Supreme court which reversed the last de- 
cision and held that there could not be 
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passed any law that would impair the ex- 
isting contracts, Hence it did not apply 
to mortgages written before it took effect. 
This settled its statutes and was a failure 
for the plan the Populist statesmen had 
so carefully laid to bring retribution upon 
their pet bogey, the Red Dragon of Wall 
Street. 

This was back in 1895 and as it was a 
special legislation enacted for a specific 
purpose it is unlikely that even those who 
promoted it expected it to remain on the 
statute books for any great length of time. 
However, it is yet there and while efforts 
have been made to repeal it there has al- 
ways gone up a wail from the farmer sec- 
tions that it was in the interest of capi- 
tal to take away their privilege. They 
did not realize that they were themselves 
paying the bill for their law making. Fi- 
nanciers declare that millions of capital 
have been kept out of the state because of 
the delay in collections and that interest 
rates have been higher because of it. Or, 
what is the same thing, the amount loaned 
on a given property has been less than it 
would have been had there not faced the 
creditor a two-year delay. Moreover, he 
must in sale bid the full amount of the 
debt for if the debtor became able to re- 
deem the property the former claim might 
be foreclosed against without any further 
rights under this execution. 


Seeking to Change Law 


It is reported that the state has seen the 
effects of its redemption law and that at 
the next session of the legislature there 
will be an attempt to restore either the 
old foreclosure law or trust deed measure 
similar to that in Missouri. Along the line 
of the two states on one side the creditor 
has possession of his property in default 
in thirty days and makes his charges ac- 
cordingly ; on the other there is the happy 
condition for the debtor that he can stick 
on the place rent free for two years— 
nominally eighteen months but in almost 
every case stretched out by court ‘delays. 
Naturally the investor gives the better 
terms to the land where the conditions are 
most fair and he is seeking loans in terri- 
tory that gives him most protection. The 
insurance companies that loan in Kansas 
have a very complete system of checking 
their loans and they make such limits on 
the amount to be granted that the safety 
element is not lost. They can wait if neces- 
sary and then play even, or the sum is 
such that the borrower can easily change 
over to a land bank loan and care for 
the debt. The effect of any legislation 
that hampers the collection of debt is al- 
ways to the detriment of the borrower and 
in the end the extra risk or cost involved 
is charged to him either in the limit of the 
loan or in the interest rate. States gener- 
ally are seeing this economic law and are 
applying it to their operations. Kansas 
has made realty mortgages practically tax 
free, which helps considerably. A record- 
ing fee of $2.50 per $1,000, regardless of 
the term of the mortgage, pays all taxes. 
It is a step in the right direction and it will 
some day take the next step and readjust 
its foreclosure law to meet business con- 
ditions. 
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Standard Gas 
(Concluded from page 9) 
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exemplified in 
earnings. 


the system of reporting 
The company’s statement recog- 
nizes only actual collectible income instead 
of following the more general practice of 
including undistributed income of the sub- 
sidiaries. In other words the company is 
now paying in cash dividends only half the 
amount of earnings it could properly col- 
lect from its subsidiaries. 

The earnings on the then outstanding 
shares in 1925 were the equivalent of 
$31.80 per share earned on the prior pre- 
ferred stock and $13.53 a share on the 8 
per cent ($50 par) preferred or the divi- 
dend requirements met 3.38 times. On the 
6 per cent non-cumulative stock $3.14 a 
share was earned with $4.23 being credited 
to the common. If, as has been stated, 
the company were to apply the actual col- 
lectable income, as most other companies 
do, over $6 a share would be shown for 
the common stock. It is this strong earn- 
ing position of the common that allows it 
to command a market price of $56 a share. 
It is not the purpose at this time to amplify 
on the position of the common but to em- 
phasize by what has been said, the splen- 
did position of the preferred. Considering 
that there are 1,166,416 shares of common 
at present outstanding and selling at a 
price of $56 a share means that the equity 
behind the prefered stock represents an 
amount of over $65,000,000. If an allow- 
ance of ten per cent of gross were allowed 
for depreciation it would still show all re- 
quirements met by an ample margin. 

The 8 per cent preferred stock ($50 par) 
is currently quoted around 5454 and pay- 
ing $4 a share, a yield of 7.32 per cent is 
obtainable. The earnings applicable to 
the shares from the 1925 earnings are in- 
deed satisfactory but should find continued 
improvement in the current year’s report. 
Through operating economies exercised by 
the management the ratio of net earnings 
as against gross has shown steady increases 
and with the wider field of operation still 
further increases are apparent. The re- 
markable increases in earnings being re- 
ported by Shaffer Oil and Refining for the 
current year should add materially to the 
company’s income. For the year ended 
April 30, 1926, the only subsidiary outside 
the utility field showed net earnings of 
$5,261,196, compared with $3,225,597 in the 
corresponding twelve months of last year. 

It is evident that the investor who is 
seeking opportunities in the public utility 
preferred stocks does not have to go far 
afield in his search. With the 8 per cent 
preferred of Standard Gas selling on the 
New York Stock Exchange with daily 
quotations and with stability of price that 
is commendable in the uncertairi market of 
late, the high for the year being 5754 and 
the low 5334, the yield is an attractive one 
in consideration of the equity and earnings 
behind the shares. In framing mid-year 
investment programs this issue is entitled 
to the investor’s attention. 





Lion Oil 
Refining Co. 


One of the 
Important Factors 
in the 
Arkansas Fields 


Our recent analysis 
of this company will 
be sent upon request. 


H. D. Williams 


MEMBERS T K 
NEW YORK & Co. Pet nnd 
120 Broadway New York 


























Watch Your 
Ratings 




















The name LEVERICH has been suc- 
cessfully identified with Brooklyn Real 
Estate operations for over 70 years 


Ask for Our 
Booklet! 


612% 


With the Leverich 3 
Factors of Safety 
as your Protection 


No other first mortgage 
real estate issues that we 
know of carry all Three 
as a group and so com- 
pletely protect your funds. 
No intelligent investor 
should expect less from any 
offering of this character. 


‘Wd 6 1 Avpuoy Aioae NI HM UO ul ouny 


Tear Off and Mail Now 
for Booklet L-10 





" EVERICH BOND:MORTGAGE 
CORPORATION 
Capital Stock $5,000,000 


Leverich Building 
143 Montague Street, Brooklyn, N.Y.C. 
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e Counter Market 








HE strength that has been evidenced 
ih in the counter securities for the past 
several weeks led to profit taking as 
a natural consequence and gave the mar- 
ket a generally irregular aspect but be- 
hind it there were signs of strength that 
allowed for some issues going to higher 
levels, but they were the exceptions. 
Ziely Process continued a favorite with 
the stock active but in its erratic ups and 
downs little gain was shown. The rail- 
way equipments engaged in the manufac- 
ture of products that fit in with the econ- 








We Deal in 


BANK & TRUST CO. SUGAR 
PUBLIC UTILITY TOBACCO 
BAKING CO. INDUSTRIAL 


STOCKS 


Stone,Prosser &Doty 


INVESTMENT SECURITIES 
52 William St., N. Y. Hanover 7728 




















Continental Gas & Elec. Corp. 
Securities 


Howe, Snow & Bertles 


(Incorporated) 


120 Broadway New York City 
Telephone Rector 3563 














PUBLIC UTILITY STOCKS 
General Gas & Electric Ctfs. 
Metropolitan Edison $6 Pfd. 
Utilities Pr. & Lt. Pfd. 
Southeastern Pr. & Lt. V. T. C. 
Ohio Public Service 7% Pfd. 


PYNCHON & CO. 


Members New York Stock Exchange 





111 Broadway New York 
CHICAGO MILWAUKEE 
LONDON LIVERPOOL 














ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
Members St. Louis Stock Exchange 


300 N. Broadway St. Louis, Mo. 














Safe securities of Electric Light and 


ower, Gas and Transportation Com- 
panies yielding 7% and more 
Write for list. 
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omy programs of the roads registered size- 
able gains. 

American Arch advanced on a favorable 
earnings report covering the first five 
months of this year; Superheater re- 
sponded to the declaration of an extra 
dividend of 1 per cent, which were fur- 
ther incentives to the move. Franklin 
Railway Supply joined in a sympathetic 
move. 

Despite unfavorable reports of over- 
production on the part of the cement manu- 
facturers this group made a favorable 
showing with Giant Portland Cement and 
Alpha Portland Cement assuming leader- 
ship. 

Southern Baking was again prominent 
with a sharp decline but subsequently made 
up a good part of the loss. 


Considerable attention was directed to 
the U. S. Trucking, a subsidiary of U. S. 
Distributing Corporation which ~ has 
emerged from the reorganization of four 
years ago with a very much improved 
record of earnings. The record of net 
income for 1922 was $79,932; in 1923, $97,- 
360; 1924, $190,552, and in 1925, $252,000 
or three times that of 1922, In every 
month this year, earnings have exceeded 
last year’s figures. The company has two 
classes of preferred and two classes of 
common. There are 10,000 shares of 7 
per cent prior preference stock, owned by 
Distributing. Annual dividends of $70,000 
have been paid regularly. Following this 
is the 8 per cent cumulative preferred, of 
which there are 25,564 shares, upon which 
there will be a 9 per cent accumulation at 
the end of this year. 


In view of its excellent earnings it is 
possible that the accumulation can be paid 
off within the next few months. Operating 
expenses of the trucking will be reduced 
and revenues increased sharply with com- 
pletion of the vehicular tunnel under the 
Hudson River which connects New York 
with New Jersey. 

The demand for utility stocks abated 
somewhat but there is still a noticeable 
tendency toward favoring the high yielding 
preferreds and junior bonds. New York 
Steam was in demand with a sharp ad- 
vance predicated upon favorable earnings 
and the possibilities of new business. 


American States Securities Corporation 
rights represented by the definitive option 
warrants to subscribe for additional shares 
of the Class A common stock at $8 a share 
on or before December 31, 1926, have been 
extended to June 30, 1928, and rights to 
subscribe at $12 which would have expired 
December 31, 1927, have been extended to 
June 30, 1930. This action has given 
favorable interpretation and bid prices were 
raised slightly. 


New warrants with extension indorse- 
ment printed thereon will be issued in ex- 








change for present warrants upon presen- 
tation at the company’s office in the Na- 
tional Bank Building, Grand Rapids, Mich, 

Since the report submitted in May, which 
included inventory of securities held as of 
March 31, the company has added to its 
holdings, as a result of receipt or stock 
dividends, 3,297 shares of United Light & 
Power Company Class A new common; 
150 shares of Commonwealth Power Cor- 
poration common and 25 shares of North 
American common. Puget Sound Power 
& Light passed the common dividend to 
conserve funds for extension purposes as 
was indicated last week. The stock 
recently fell below 30 on reports that the 
dividend was in danger, but last week it 
was again bid up to 32 on the strength of 
better earnings in May. 

In the banking group Farmers Loan and 

Trust and Guaranty shared leadership both 
scoring a good size advance. 
‘ Guaranty Trust Company stock reached 
the highest level it has commanded in five 
years. At just below $00 a share the 
stock is within $30 a share of its highest 
price, attained during the boom years. 

Together with other bank and trust com- 
pany stocks, that of Guaranty dropped off 
during the March break in the market. 
Previous to that it had sold up to 380 only 
to fall about 40 points. It has now more 
than recovered all of its losses, a record 
which few of the banking stocks can equal. 

It is expected that the Guaranty earnings 
this year will exceed $9,000,000. Dividends 
at the present rate of 12 per cent are equal 
to only $3,000,000. Only recently the com- 
pany’s surplus account was increased by 
transfer of $5,000,000, and according to 
present plans another $5,000,000 will be 
added within the next year. When this is 
done the surplus will again be $25,000,000. 


On the Curb 


The fifth anniversary of the transfer of 
its business from its outdoor location on 
Broad street to its indoor headquarters on 
Trinity place was celebrated by the New 
York Curb Exchange this week. 

A marked change in the character of the 
business transacted has taken place in the 
last five years. When the Exchange was 
located “on the curb” transactions were 
limited largely to so-called “penny shares,” 
most of which were stocks of mining com- 
panies. Today many high grade industrial, 
public utility and oil shares as well as a 
wide list of foreign and domestic bonds 
are dealt in and the exchange is held in 
higher repute. 

In 1921 “seats” could be bought for 
$3,750. In December, 1925, a high record 
figure of $37,500 was reached. The most 
recent transfer was for $33,000. 

The trading list of the Curb Exchange 
now numbers 1,000 separate and distinct 
issues. 
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The birthday party had little effect in 
interfering with regular business and 
other than the speculative favorites in 
which pool activities have again become 
prominent, the market had a firm tone 
with a good demand which lent support on 
broadened activity. 

Standard Oil of New York for a time 
sold above 35. Socony has been steadily 
moving forward for several weeks, both 
on prospects of a slight increase in the 
dividend rate and reports of excellent 
earnings. 

Continental Oil, which is now filling the 
contract to deliver 5,000 barrels a day 
from the Rattlesnake Field, made a new 
high for the year, 


Swift International was a strong feature 
in the industrial group, moving up to 
above 20 and making a new high record 
for recent trading on more favorable re- 
ports pertaining to the industry. 

Rayon stocks were close to the lows 
for the year with a reduction in the price 
of rayon, the first to be made in more 
than two years, going into effect on July 
1 by leading producers, because of foreign 
competition. 


Courtaulds, Ltd., of London, announced 
a reduction of 344d a pound in fine yarns 
for July 1 to offer competition to imported 
yarns, 

A reduction to 34 cents a pound in the 
price of Rayon was made to insure an- 
other long period of stability. 


United Light & Power “A” was very 
active at prices slightly above those pre- 
vailing last week. It is reported that the 
interests, who took over the controlling 
block of stock in this company at the time 
the Hulswit pool encountered difficulties, 
are now taking a greater interest in the 
securities backed by favorable earnings. 


Under the terms of the reorganization 
of the American Seating Company, stock- 
holders receive an offer of $300 a share for 
their common holdings and $100 a share 
for their preferred holdings. This was 
revealed in a formal offering of a $4,000,- 
000 6 per cent note issue this week. 


A complete change in the corporate status 
of the company has been effected through 
the formation of the American Seating 
Corporation, which will be the holding 
company and which already owns 93 per 
cent of the common and 89 per cent of 
the outstanding preferred stock of the 
American Seating Company. The latter, 
in turn, owns all the capital stock of the 
Warehouse Corporation. 

American Seating common experienced 
a sharp advance in the last year. About 
ten months ago it was selling on the Curb 
Exchange at slightly above $100 a share. 
The pesent price offered, therefore, rep- 
resents an enhancement in value of nearly 
200 per cent. 
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Durant In Shedding Mood 


HE 200,000 stockholders that Durant’s 
army of stock selling agents were 
supposed to have interested in his various 
motor enterprises will receive with dis- 
quieting feeling the news from Flint, Mich., 


July 3, 1926 





that the Flint Motor Co. has sold its plant 
to the General Motor Corporation. The 
sale price is reported around $4,000,000. 

Explaining the sale of this important as- 
set the statement was given out that it 
provided necessary working capital. As 
for the manufacture of the Flint car it is 
claimed it can be done as readily in smaller 
plants and through contracts with other 
manufacturers, 


Reading between these explanatory lines 
the only surmise that may be drawn is that 
the Durant Company, which was to be the 
instrument that was to make minor motor 
magnates out of small investors, is finan- 
cially in an aenemic condition. It is thin 
in working capital, notwithstanding in- 
vestors to the number of several hundred 
thousand provided in the neighborhood of 
$100,000,000 capital. That is to say the 
rosy literature issued when the stock- 
selling campaign was at its zenith stated 
this to be about the amount, said it with 
pride and gusto, as proof of the public’s 
confidence in Durant. 

This confidence has oozed away. The 
low extent to which it has subsided is in- 
dicated in the prevailing low prices of the 
different Durant motor stocks, with the 
parent stock now at $4 compared with a 
former price above $80. Between these 
quotations and those when they sold at 
their highest figure a tremendous loss is 
indicated in which nearly every state par- 
ticipated. 


itt 


Akin to a Fish Story 


E read of a fish story that was more 

than unusual so far as such finny 
tales go. It told of a fisherman who 
caught a large pickerel. When he started 
to clean it for supper he found in the pick- 
erel’s belly another pickerel and it in turn 
had gobbled up another pickerel. Had 
these pickerel been left long in the lake 
by this process of rotation no pickerel 
would have been left. We do not vouch 
for the story. The stories going around 
about oil mergers resemble this fish story. 
If they are all true, with one company 
gobbling up another and it in turn ab- 
sorbing a third and so it goes on, in time 
there will be no independent ones left. 








Interesting Booklet 


H. O. Williams & Co., 120 Broad- 
way, have issued an interesting booklet 
on the Lion Oil Refining Company. 
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Ponzi Is Bagged 


ONZI, the artful financial Cagliostro, 

thought he could flee the country 
when he learned that his appeal from his 
conviction for swindling was denied, and 
he was instructed to return to Massa- 
chussetts and serve his prison sentence. In 
addition Ponzi faced a term of a year’s 
imprisonment in Florida for operating a 
real estate scheme without a license. But 
the arm of the law is long and it picked 
him up from an Italian steamer which was 
sailing from New Orleans. Among the 








DIVIDENDS 








Associated Gas and Electric 
Company 





61 Broadway, New York 


The J. G. White Management 
Corporation, Managers. 


Dividend—Class A Stock 


_ The Board of Directors of Asso- 
ciated Gas and Electric Company has 
declared the quarterly dividend pay- 
able August 2 on its Class A Stock 
to holders of record at the close of 
business June 30, 1926, at the rate of 
214% of one share of Class A Stock 
for each share held, or 10% per 
annum. 


At this rate the stock dividend is 
equivalent to $25 per share for the 
Class A Stock as compared to the 
present market price of about $29. 


Stockholders may also purchase or 
sell sufficient scrip to make full shares 
at the rate of $1.00 above or below, 
eS -ee the sale price of Class 

ock. 


M. C. O’KEEFFE, Secretary. 
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THE BELL TELEPHONE COMPANY OF 
CANADA 


NOTICE OF DIVIDEND 
A dividend of two per cent (2%) has been 
declared payable on the 15th July, 1926, to 
shareholders of record at the close of busi- 
ness on the 23rd June, 1926. 


W. H. BLACK, Secretary-Treasurer. 
Montreal, 26th May, i926. 





THE PACIFIC TELEPHONE AND TELE- 
GRAPH COMPANY 

Notice of Dividend on Preferred Stock 

The regular quarterly dividend of One 
Dollar and Fifty Cents ($1.50) per share on 
the Preferred Stock of this Company will be 
paid on Thursday, July 15, 1926, to stock- 
holders of record at the close of business on 
Wednesday, June 30, 1926. 

T. V. HALSEY, Secretary. 
San Francisco, June 3, 1926. 


WESTINGHOUSE ELECTRIC 


& MANUFACTURING COMPANY. 

A Quarterly Dividend of 2% ($1.00 per 
share) on the PREFERRED STOCK of this 
Company will be paid July 15, 1926. 

A Dividend of 2% ($1.00 per share) on the 
COMMON STOCK of this Company for the 
quarter ending June 30, 1926, will be paid 
July 31, 1926. 

Both Dividends are payable to Stockholders 
of record as of June 30, 1926. 

H. F. BAETZ, Treasurer. 

New York, June 19, 1926. 


ANACONDA 








COPPER MINING CO. 
25 Broadway 
New York, June 22, 
DIVIDEND NUMBER 92 
The Board of Directors of the Anaconda 
Copper Mining Company has declared a divi- 
dend of Seventy-five Cents (75c) per share 
upon its Capital Stock of the par value of 
$50 per share, payable August 23, 1926, to 
holders of such shares of record at the close 
of business at 12 o’clock, Noon, on July 17, 
1926. A, H. MELIN, Secretary. 


1926. 





other distorted traits Ponzi inherits is a 
sublime nerve. When the police caught 
him he is quoted as saying to them that 
he hoped he could arrange with the author- 
ities to deport him as an undesirable citi- 
zen. He probably will be in time but not 
before he has answered to the law for 
defrauding his dupes and squared his ac- 
count with the law by hard labor in a 
penal institution. Severe examples must 
be made of criminals of his type to dis- 
courage as much as possible others at- 
tempting to imitate them. 
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(Principal features of this page elaborated and interpreted in the “Trend of Things. 
Average Stock Prices Week’s Sales 
———— 1926 ———_- 1926. Sales of stocks listed on New York Stock Exchange (in 
June 30 June23 Junel6é July 1 number of shares), June 30, 1926: Week’s Sales—Thursday, 
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j Allied Chem. & Dye Q Aug. 2 July 15 
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i wig. Lake ‘Ol abides .. July 30 July 22 Upon request and without obligation, any of these listed below will 
: ac agg be ™ + = be sent free, direct from the houses by whom issued. 
5 Ind. Alcohol  ..........0-2: 32c Q July 15 June 30 é 
Cent. RR. of NJ Q Aug. 16 Aug. 6 Kindly send request to CuRRENT LITERATURE DEPARTMENT, 
4 tl eee eee Ex July 15 July 6 see a! ee eK pee 
ti Col. Gas~&~ Elec Q: Aug.-£6-~ daly -84---23---- ~~ ~~ Tae FINANCIAL” WORLD, 53 Park Place, New York, N. Y. 
Z i ees Q Aug. 16 July 31 
Collins & Aikman, Q Aug. 2 July 12 : : : : , 
‘d Commercial Tr. Q July 1 June 26 The United Cigar Stores of America—This company has just completed 
f er aa ot popes the first twenty-five years of its existence. It has issued an anni- 
a couleur Rell Q July 30 July 15 versary booklet which may be had upon request. 
: ss acrncdlnomminaianemente i ae Preferred Stocks of Electric Light & Power Companies—A New York 
e as Q@ July 15 July 2 Stock Exchange House has ready for distribution a special list 
Cr. Alliance Corp. A ......---.-- 50c Q July 15 June 30 containing a number of carefully selected issues of this group. 
g 
50c Ex July 15 June 30 é 
7% me se sa 5 Yields range from 6.30 per cent to 7.25 per cent. 
: Do pf. 1% Q July 15 June 30 g . oa 
H Credit Discount Df. —---..ccrcccvon. — te SS Lending Your Dollars Abroad—Carefully selected foreign dollar bonds 
t gt ." > yy ee os ss : July 13 July 12 deserve a place on every well-balanced investment list. They af- 
F| Delaware & Hudson .. $2.25 Q Sep. 20 Aug. 28 ford a higher income return than domestic bonds of comparable 
Fe FE mere — = = H — 4 security and present a sound opportunity for diversification. A cir- 
, Saude Pipe Line Q Aug. 2 July 15 cular reviewing foreign dollar financing during 1925, giving the 
Fajardo Sugar ............. : ri : = - geographical distribution of these rappicnge a and oe _ 
: Fisk Rub. 1st pf. ong new tendencies which have developed in this field, is now available. 
i Do cn. 1st pf. .......... Q Aug. 2 July 15 ; : ee ‘ 
% DO 2d Dl. -noensnnreeerennn . S a The Superior Merit of Fatm Mortgage Investments is interestingly set 
i “i... [= tea forth in a leaflet issued by one of the leading farm loan companies 
\ ‘Do yee sthce [ the Southwest. It will be of special interest to those giving pref- 
i Do pf. Q July 1 Junel7 ot the Southwest. 5 p ! g ; 
'g Holly Sugar pf. af : ag : yi -- . erence to a non-speculative dependable income-producing security. 
ie ; 4 ; ep. q . 
in i he 75 Q sep. 1 aan 3 “Rules for Safe Investment”—Knowledge gained over a long period 
Do pf. $3. SA Sep. 1 Aug. R of years makes it possible to determine whether a given spot in a 
B= tvernational Nickel piwgis0 q Aug. 2 duly 12 city will have a growth in property value which will be steadily 
it: Penet (9G.) enn 50c Q Aug. 16 Aug. 4 increasing is 1S Only One oi the important actors of satiety o 
Inter. Util. Corp. A............ Siac Q July 15 July 6 Real Estate Bonds whch are explained in this booklet published 
ae *& wanienane 4 pd = . == by a well know bond and mortgage company. 
Lehigh Coal & Nav. --n-cconccnn-n 3 Se — “How to Make Your Money Make More Money”—An interesting book- 
: Maple Lest Mili ot a 1% Q July 19 July 3 let describing the reasons why so many fail in handling their money, 
Mass. GaS coecesceeecsenrenne $1.25 Q Aug. 2 duly 15 and outlining methods that have been used for years by those who 
Manning Bowman .............- ; co 2 = pom = have been successful in investing, with concrete illustrations and 
Mil. El. Ry. & It. pf......... .50 stn. caemnaiinen 
Miller Rubber ..........sssssosss0e 50c Q July 26 July 5 apess &8e re ; 
Mut. Tr. Co. of Westchester Co..... 3 > ped : po pod “Making Profits in Securities’—An interesting booklet of forty pages 
me — oa d of special interest to those buying listed securities 
a eee 2 Q Aug. 2 July 20 and Of Spe . . . 
é New Bed. G. & EB. L............... 8 lh ee “Creating Good Investments-—One of the foremost real estate mort- 
2 ee =e SS oe gage bond houses just issued a 24-page booklet which describes 
i Orpheum Circuit ..............16 2-3 M Aug. 2 July 20 the eight standardized safeguards which they employ before mak- 
g Do 16 2-3 M Sep. 3 Aug. = ing a loan, This booklet is beautifully illustrated with photo- 
4 Be saertiemeerentiormionneiee ae = = ran hs of buildings financed, where located, value of propert 
4 Do pf. 2 Oct. 1. Sep. 15 graphs oO g p y, 
3 Pacific Coast Co. ist pt... 1% q Aug. 2 July 23 amount of bond issue and other valuable information. 
x Sf Speen Q@ Aug. 2 July 23 0 te h ies re f 
a tin «a. Soe Q July 30 July 10 26% Average Aonet — Pe tages let outlining the perience o 
‘gs i ee ...50¢ Q July 30 July 10 an investor who followed the long- swing movements in security 
¢ Penmans Ltd. 2 : Ane. 4 = a prices over a nine-year period. 
es _ i eee 14 ug. 2 i 
os Pennsylvania CO. .......ovucsssseese-e 1% Q June 30 June 30 “Forty-four Years Without Loss to Any Investor’—A booklet of much 
g Penn.-Ohio Edison, pf.........+-+- 1% Q Sep. 1 Aug. 21 use to those who are interested in real estate mortgage bond 
\3 gg A lly atta T_T eee oS investment. It has been prepared and is ready for distribution by 
ie Phillips Jomes C. Df... 1% Q Aug. 2 July 20 one of the largest companies in this field. 
\3 ee ne ee eS A Miniature Newspaper—A firm of investment bankers publish monthly 
a a i] cesutssscuseecccseeoneeeee0€ M July 31 July 22 a miniature newspaper of four pages about the size of an ordinary 
: Plymouth Qil ..... y uly 
Pr. Cp. of Can., Ist pf. ........ 1% Q July 15 June 30 ; letterhead, containing news regarding the progress of the electrical 
F i ack a wl & a i ee industry, and pa aa crag —— en your aie eet 
: , t ts educational articles on the gen- 
i Do ($100 par) $2 Q Aug. 2 July 15 throughout the middle wes 
<7 DO 6% DE. enesoeseeseeones Q Aug. 2 July 15 eral subject of investments and similar subjects are interesting and 
es ict oe 2. is pd 4 of value to the average investor. 
DO ASt Dh. -sateepeneeecnseennn scenes 1 Q Sep. 9 Aug. 23 Accumulation vs. Investment—Accumulating wealth has become in- 
E me. ges se jay 15 pa . creasingly easy while investing wealth has become increasingly 
i San D. Cons. G. & E. pf Q July 15 June 30 difficult. A revised edition of the booklet “Answers to Questions 
q Securities Corp. Gen Q Aug. 2 July 20 About an Investment Trust” containing new material of interest 
gS ne ia . os seas to investors has been prepared and will be mailed upon request. 
i So.- Wise. El: pf:......... Q Joly 15 June 30 - “Investing at Various Stages of Life”—This is the title of a leaflet 
q Southern ~ M SA & 
4 “oy —_. a? ; 1 er eee ae “ ‘which emphasizes the factors which should determine the selection 
3 Smith (Howard) Pap. Mills, i 2 Q July 2 June 30 of investments at each stage of life. 
a a oe ote 2. i.2. oe 8 - Investment Record: Booklet—This booklet enables you to keep an ac- 
: Superheater C0. ........esse0re Q July 15 July’ 6 oe 1 
a... fx “July 15 July 6 ~ curate record of your bond holdings. Pages are ruled and arranged 
Tide Water Oil it Q a, - = . for all data a bondholder usually wishes to know, and refer to 
Tansue i t” uly ad : ° 2 
a” toe ; in & Seth occasionally, including space for date, month and amount of interest 
_ Do Ex July 2° June 21 due. Copy upon request. 
gg Se ; ie es Stocks and Business—The monthly letter issued by a well-known Stock 
Oe eda Q July 1 June 24 Exchange house gives a terse summary of conditions affecting se- 
U. S. Mort. & Trust nora : — a —_ <“ curity prices. 
U. 8. 3 SIE sa skanionsta c h Alea 
yooeccat 87%4c Q xb 15 _ 7 Tri-Weekly Stock Letter—This letter, which is issued by a well- knewn 
vat ADex MINING .....-.-+---00-+--- 2oc Q July 15 July 3 New York Stock Exchange house, contains short, concise opinions 
a eS a 2 e Bee of possible future movements in active stocks. 
West. Auto Supply pf. ---50c Q July 1 June 21 p 
a SC ee: 1 Q Aug. 1 July 10 
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Where claims are reduced to facts 





AN 1125-acre tract, near Detroit, 
is General Motors’ great Proving 
Ground. Here is every kind of 
road and grade over which an 


automobile is called on to travel. 


Here the collective experience 
and brains of the whole General 
Motors family are brought to 
bear upon the problems of each 
member. Here, too, each make of 
General Motors car must prove 
itself against the best that Ameri- 


can or European genius has de- 
veloped. The tests involve speed, 
endurance, hill climbing ability, 
fuel economy, acceleration, brak- 
ing power, riding comfort and 
every other detail of construction 


and phase of performance. 


General Motors’ investment in 
the Proving Ground marks a for- 
ward step in assurance of motor 
car satisfaction. Claims are re- 
duced to facts. 





PRODUCTS 


GENERAL MOTORS 


CHEVROLET ” 


PONTIAC 


BUICK * 
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CADILLAC »* 


OLDSMOBILE ” 


GMC TRUCKS 


FRIGIDAIRE —The Electric Refrigerator 


Ay 


OAKLAND 


aus 








